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RE-INSURANCE COMPANY 
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Unusual Agency Contracts... . 


ERE IS YOUR OPPORTUNITY to secure an unusual 

agency contract if you can meet our qualifica- 
tions. Contact the Home Office of the Group for 
further information. 


"mm N ‘) | 
AUTOMOBILE Retrospective Contract Agents 


The St. Louis Insurance Group offers facilities for attractive Retrospective Automobile Com- 
mission Contracts. 


MOBILE HOME Agents 


%,/ uss ETE lt ry | The St. Louis Insurance Group offers attrac- 
ee eS — | tive Agency Commission Agreements for Fire, 
- zs Theft, Combined Additional Coverage, Vendors 

Single Interest and Collision on Mobile Homes. 


er. 


CREDIT LIFE Agents 


The St. Louis Insurance Group can arrange agreements at attractive Agency Commissions for 
Credit Life, Health & Accident Insurance Applying to Automobiles and Mobile Homes financing. 


ST. LOUIS witilabaies GROUP e 


WASHINGTON FIRE AND MARINE INS. CO. ST. LOUIS FIRE AND MARINE INS. CO. 
MIDWESTERN FIRE AND MARINE INS. CO. THE INSURANCE COMPANY OF ST. LOUIS 


4144 LINDELL BLVD. OLIVE 2-2000 ST. LOUIS 8, MO 





Insurance Stocks 
Over-the-counter Market 


1961 Range 
Fire and Casualty Companies High 
Aetna Casualty 148 
Aetna Fire Insurance 131 
Agricultural Insurance 
American Equitable (a) 
American General Insurance, Texas 
American Home 
American Insurance 
American Re-Insurance 
Bankers & Shippers 
Boston Insurance 
Camden Fire 
Continental Casualty (i) 
Continental Insurance 
Employers Group 
Employers Reinsurance 
Federal Insurance 
Fidelity & Deposit (f) 
Fireman's Fund 
General Reinsurance 
Glens Falls 
Globe & Republic 
Great American 
Hanover Insurance 
Hartford Fire 
Hartford Steamboiler 
Home Insurance (c) 
Insurance Co. of N. A. 
Jersey Insurance 
Maryland Casualty 
Mass. Protective 
Merchants Fire 
National Fire 
National Union Fire 
New Hampshire (e) 
New York Fire 
North River 
Northeastern 
Northern Insurance 
Northwestern Nat'l. Ins. 
Ohio Casualty 
Old Republic Ins. 
Pacific Indemnity 
Pacific Insurance 
Peerless Insurance 
Phoenix Insurance 
Providence Washington 
Providence Washington, Pfd. 
Reinsurance Corp. 
Reliance Insurance 
St. Paul F. & M. 
Seaboard Surety 
Security Insurance 
Springfield Insurance (e) 
Springfield Insurance, Pfd 
Trinity Universal 
U. S. Fidelity & Guaranty 
U. S. Fire 
Westchester Fire 


Bid Price 

Low 9/29/61 
94 144 
88/2 

381/, 26 

27'/2 19'/2 

77 30!/, 

40 


Life Companies 

Aetna Life 

American General Insurance 
American Heritage 

American National 

Bankers National (m) 

Beneficial Standard 

Business Men's Assurance (f) 

Calif. Western States (b) 
Commonwealth of Kentucky 
Connecticut General (g) 

Continental Assur. (I) 

Franklin Life (i) 

Gov't. Employees Life (I) 

Gulf Life 

Jefferson Standard 

Kansas City Life 

Liberty National (h) 

Life & Casualty 

Life Insurance Co. of Va. (c) 

Lincoln National (d) 

Mass. Indemnity 

Monumental Life (i) 

Nationa! Life & Accident 

Nationa! Old Line Ins. 

N. A. Life Ins., Chicago (b) 
Philadelphia Life (b) 

Quaker City (n) 

Republic National 

Southland Life 

Southwestern Life 

Travelers Insurance 

United Insurance 

United States Life (k) 

West Coast Life 

(a) Adjusted for 2.1 for | merger exchange 
(b) Adiusted for 10% stock dividend. 
(c) Adjusted for 4%, stock dividend 
(d) Adjusted for 2 for | split and 25% stock dividend. 
(e) Adjusted for 5% stock dividend. 
(f) Adiusted for | for 9 stock dividend. 
(q) Adjusted for 100% stock dividend. 
(h) Adiusted for 33'!/,% stock dividend. 
(i) Adjusted for 25% stock dividend 
(k) Adjusted for 20% stock dividend. 
(1) Adjusted for 50% stock dividend. 
(m) Adjusted for 7!/2% stock dividend 
(n) Adjusted for two 5% stock dividends. 


Best’s Stock Index 
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1 960 —______- | 

30 Fire 30 

&Cas. Life 
36.5 187.9 
37.1 189.6 
37.2 184.1 
36.6 176.8 
36.9 174.3 
37.6 176.3 
38.2 178.7 
39.5 184.6 
37.1 171.4 
37.4 174.8 
39.4 181.2 55.5 
42.5 193.0 58.1 


Index base for the three above, 1941—43 = 10. 


* Standard & Poor's daily stock price index of 425 industrial, 25 railroad 
and 50 public utility stocks combined. 





1961 
*500 30Fire 30 

Stocks & Cas. Life 
55.6 47.0 210.2 
56.1 48.4 224.4 
55.3 49.3 236.1 
54.4 49.3 249.5 
55.8 50.4 263.3 
56.9 50.2 275.2 
55.5 51.9 299.5 
57.0 56.1 325.2 
53.5 55.9 341.9 
53.4 


End of 


*500 
Month 


Stocks 
61.8 
63.4 
65.1 


66.6 


September 
October 
November ... 
December .... 


Building Cost Index 


z BeBe ee ES aRB 
= 8 
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Avg. 
1939 
210 
219 


Aug. 
1961 
777 
820 
812 
749 
740 
736 
728 
744 
678 
737 


Avg. 
1939 
202 
209 


Aug. 
1961 
705 
673 
722 
809 
645 
750 
636 
720 
706 
730 


Boston 
New York 
Buffalo 205 
Baltimore 198 
Philadelphia 196 
Pittsburgh 219 
Cincinnati 209 
Cleveland 206 
Chicago 205 
Indianapolis 206 
Detroit 208 793 

Milwaukee 209 775 National Average 200 746 


This index (1915 = 100) applies to construction only and does not in- 
clude building fixture items such as plumbing, heating, lighting, sprinkler 
system, etc. It is based on average costs under normal conditions with no 
allowance for overtime, premiums on materials, or special conditions. It is 
the composite of four types of buildings, frame, brick, concrete and steel 
—and therefore should be used only as a trend as it is not applicable to 
specific buildings. Furnished courtesy of the American Appraisal Company. 


Minneapolis 
Kansas 

St. Louis 208 
Atlanta 187 
Dallas 171 
New Orleans 194 
Denver 195 
Seattle 195 
San Francisco 183 
Los Angeles 167 
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TREATY and FACULTATIVE 


REIN SURALG 


STRONG ADMITTED MARKETS 








Arthur B. Eaton James A. Boyden 
E. J. Gallagher John Waters Eaton 


ne ae 








Representing 


LOO years of combined 


specialized experience 
and unexcelled personal service 


to insurance companies 


ARTHUR B. EATON 


and ASSOCIATES, INC. 


9-11 Maiden Lane New York 38, New York 
RE-2-3484. 






































(ly 
Why You Should 7 
Represent 
Companies —_ 


of PALL 
Loyalty Group, 


e 


a} You'll have outstanding facilities for practically every 
kind of insurance you’ll ever write and exceptional service 
for such specialized fields as: 


Rate Engineering 
Public Utility Risks 
Business Interruption 
Boiler and Machinery 
Accident and Sickness 
Bonds and Burglary 


You'll be assured of fast and efficient service 
through a nearby America Fore Loyalty Group office. 


You'll have prompt and fair claims service 
available locally and wherever your clients may travel 
in the United States or Canada. 


You'll find policies carrying the America Fore Loyalty 
Group seal enjoy high acceptance because of our 
outstanding reputation for strength and dependability. 


~ 


Contact our nearest office for a fieldman to give you all the facts. 


The Continental Insurance Company . Firemen’s Insurance Company of Newark, New Jersey . Fidelity-Phenix Insurance Company 
Niagara Fire Insurance Company «+ The Fidelity and Casualty Company of New York «  National-Ben Franklin Insurance Company of Pittsburgh, Pa. 
Milwaukee Insurance Company of Milwaukee, Wis. * Commercial Insurance Company of Newark, N.J. «© The Yorkshire Insurance Company of New York 
Seaboard Fire & Marine Insurance Company + Niagara Insurance Company (Bermuda) Limited + Royal General Insurance Company of Canada 
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Public Relations in Insurance (IASA) 

Won't You Change Your Mind? (Around the Office) 
ET SS 
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MISCELLANEOUS 
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Best's Stock Index 
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Company Developments 
Conventions Ahead 
New Publications 

Rate Changes 

Home Office and Field Appo'ntments 
Association Notes 
Obituaries 

Reports on Companies 
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Company Developments 


ARIZONA 

Emcasco Ins. Co. 

MFA Mutual Ins. Co. 
National Ins. Underwriters 
Southern General Ins. Co. 
ARKANSAS 

American Mercury Ins. Co. 
Northwestern Security Ins. Co. 
COLORADO 

Empire Indemnity Ins. Co. 
GEORGIA 

St. Lawrence Ins. Co. 
IOWA 

American Mercury Ins. Co. 
Criterion Ins. Co. 

Eagle Star Ins. Co. (Ltd.) 
Farm Bureau Mutual Ins. Co. of 
General Guaranty Ins. Co. 
Northwestern Security Ins. Co. 
Pennsylvania Thresherman and Farmers 


Cas. Ins. Co. 


Admitted 


Admitted 


Admitted 
Admitted 


Admitted 


Examined 
United Fire and Cas. Co. 
KANSAS Examined 
Kansas Hospital Service Assoc., Inc. 
Kansas Physicians’ Service 
MARYLAND Admitted 
Inter-State Assurance Co., A Mutual C 
Mutual Ins. Co. of Hartford 
MASSACHUSETTS Examined 
Boston Manufacturers Mutual Ins. Co. 
Mutual Boiler and Machinery Ins. Co. 
MICHIGAN Admitted 
Harleysville Mutual Ins. Co. 
MINNESOTA 
Criterion Ins. Co. 
Florida Home Ins. Co. 
MISSOURI Admitted 
Summit Fidelity and Surety Co. 
NEBRASKA 
Great Plains Ins. Co. Inc. 


Admitted 


Licensed 


Admitted 
Eagle Star Ins. Co. Ltd 
NORTH grag 
Atlantic so % 
ates Ins. Co. Inc. 
Federal Mutual Ins. Co. 
North American Reinsurance Corp 
NORTH DAKOTA Admitted 
Commerce and Industr ie 
OHIO 


Globe Security Ins. 


Admitted 


Admitted 


Indiana Ins. C 


‘ Examined 
Automobile Club Ins. Co. 
Reliable Ins. Co. 
QUEBEC 
United Canada Ins. Cc 


Licensed 


Admitted 
Commerce and Industr Ins. Co. 
National Employers Mu tual General In 

Withdrew 
British Law Ins. oo Limited 
Metropolitan Fire Ass. Co. 
SOUTH CAROLINA 
First Carolina Ins. C 


Licensed 


Admitted 
Ohio Farmers Ins. Co. 
Utah Home Fire Ins. Ce 

Examined 
Citizens Home Ins. Co. 
Superior Automobile Ins. Co. 
VERMONT 
Premier Insurancé Co. 
VIRGINIA Admitted 
Abington Mutual Fire Insurance Co. 
Guarantee Mutual Assurance Co. 

of America 


Premier Ins. Co. 


Admitted 


8 


Des Moines, lowa 
Columbia, Missouri 
. .St. Louis, Mo. 
Atlanta, Georgia 


Washington, D. C. 
.. Seattle, Wash. 


Oklahoma City, Oklahoma 


Acc 


..Chicago, Ill. 
Washington, D. C. 
Washington, D. C. 
New York, N. Y. 
Jefferson City, Mo. 
Winter Park, Fla. 
Seattle, Wash. 

Harrisburg, Pa. 


Cedar Rapids, lowa 


Topeka, Kansas 
Topeka, Kansas 


Des Moines, lowa 
Hartford, Conn. 


Waltham, Mass. 
Waltham, Mass. 


Harleysville, Pa. 


Washington, D. C. 
Miami, Florida 


Chicago, Ill. 


Grand Island, Neb. 
New York, N. Y. 


Dallas, Tex. 
Cimarron, Kansas 
Chicago, Ill. 
New York, N. Y. 


New York, N. Y. 


Chicago, Ill. 
Indianapolis, Ind. 


Columbus, Ohio 
Dayton, Ohio 


Montreal, Quebec 


New York, N. Y. 
London, Eng. 


London, Ena. 
New York, N. Y. 


Florence, S. C. 


LeRoy, Ohio 
Salt Lake City, Utah 


Columbia, S. C. 
Florence, S. C. 


San Francisco, Calif. 
Abington, Mass. 


Worcester, Mass. 


San Francisco, Calif. 


WEST VIRGINIA Licensed 


Mountaineer Fire and Casualty Ins. Co. ... 


Admitted 


American Security Ins. Co. ............. 


Bankers Ins. Co. of Penna. 
Cosmopolitan Mutual Ins. Co. 
Time Insurance Co. ......... 


Withdrew 


Grocers Mutual Ins. Co. ... 
National Mutual Ins. Co. of D. e 
WASHINGTON Admitted 
American Mercury Ins. Co. ......... 
Criterion tnt. Co. .......... 

Great Basin Ins. Co. . 
North-West Ins. Co. . 
WASHINGTON, D. C. 
Metropolitan Fire Ass. Co. 
Southern General Ins. Co. . 
United Bonding Ins. Co. .. 


“Admitted 


Examined _ 


Cane Charleston, W. Va. 


Atlanta, Georgia 
Gettysburg, Pa. 
New York, N. Y. 


Huntingdon, Pa 
.Washington, D. C. 


....Washington, D. C. 
..Washington, D. C. 


..Reno, Nevada 
Portland, Oregon 


New York, N. Y. 
Atlanta, Georgia 
Indianapolis, Ind. 


Firemen's Ins. Co. of Washington, D.C. .. 
Home Cas. and Surety Co. 


Washington, D. C. 
..Washington, D. C. 


Conventions Ahead 


Mutual Ins. Agents Assn. of Arizona, Tucson Inn, Tucson, 
Ariz. 

Rhode Island Assn. of Ins. Agents, Sheraton, Biltmore, Provi- 
dence, R. I. 

Inter-Regional Ins. Conference, The Plaza, New York City. 


NOVEMBER 

Connecticut Assn. of Ins. Agents, Statler-Hilton, Hartford, 
Conn. 

Nebraska Assn. of Ins. Agents, Cornhusker, Lincoln, Nebr. 
Illinois Association of Insurance Agents, The Chase Park 
Plaza, St. Louis, Mo. 
American Society of Ins. Management, Inc., The Drake, Chi- 
cago, Ill. 

Central Claims Executives Ass'n, Fall Meeting, Lake Tower 
Motel, Chicago, Ill. 
Central Claim Executives Assn., 
Hotel, Chicago, Ill. 

Indiana Assn. of Ins. Agents, Claypool, Indianapolis, Ind. 
International Assn. of Industrial Accident Boards and Com- 
missions, Princess Kaiulani, Honolulu, Hawaii. 

aa Assn. of Ins. Agents, Kentucky Hotel, Louisville, 

y- 

Mutual Ins. Technical Conference, Edgewater Beach, Chi- 
cago, Ill. 

National Assn. of Independent Insurors, Biltmore, Los An- 
geles, Calif. 
The Insurance Institute of America, Inc., Hotel Governor 
Clinton, New York City. 

lowa Assn. of Mutual Ins. Agents, Fort Des Moines Hotel, 
Des Moines, lowa. 

Statisticians, Office Methods & Personnel Conference, Con- 
rad-Hilton, New York City. 
. | Investigation and Subrogation Seminar, University of 
Miami, Carrillon, Miami Beach, Fla. 

Insurance Federation of New York, Astor, New York City. 


Fall Meeting, Morrison 


DECEMBER 


National Association of Insurance Commissioners, Mid-year, 
Adolphus and Baker, Dallas, Texas. 


Wisconsin Federation of Mutual Insurance Cos., Schroeder, 
Milwaukee, Wisc. 


American Risk and Insurance Assn., Annual, Biltmore, New 


York, N. Y. 
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A FRIENDLY 


HAND 


to call on whenever help is needed! 
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Personalized service and close, friendly attention to the agent 
and his problems . . . these are important factors in the con- 
tinued growth of the Agricultural Group. 


Whether you team up with one, or all the companies of the 
group, you join a large, financially stable organization: 


One that’s moving ahead with young, progressive ideas — 


One you can depend on for prompt, expert help whenever 
and however it’s needed — 


One that offers a broad range of flexible new multiple-line 
coverages — all of them geared to sell! Write for full details. 


&GRICULTURAL INSURANCE COMPANY 


Z& NCHOR CASUALTY COMPANY 


Z& MERICAN EMPIRE INS. COMPANY 


South Dakota 


Eastern Div., Watertown, N.Y. e Western Div., St. Paul 14, Minn. 
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When a client presents a claim he 
suddenly finds out just how important 
“that piece of paper’ really is. 

He learns a lot about your company, too, 
particularly its claim policy. 

You have a big stake in how well his claim 
is handled for a satisfied client means 
business stays on the books 

and attracts new business. 

Travelers agents sell with confidence 

and enthusiasm for they know 

they are backed up by a great claim 
organization, a staff that handles more 
than 60,000 claims every week. With 
more than 4,310 full time Travelers claim 
people in key locations throughout 

the U.S. and Canada, agents know these 


60,000 claims are handled smoothly, 


with promptness, efficiency, and courtesy. 


Another solid reason why Travelers 
serves you and your clients best... 


for all forms of insurance. 


THE TRAVELERS INSURANCE COMPANIES 


Hartford 15, Connecticut 
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eee From September 6 to 9, the 
fifth international convention for in- 
surers and reinsurers, an offshoot 
from the meetings of the Interna- 
tional Marine Union was held in 
Monte Carlo. With a complete ab- 
sence of formal organization and 
formal meetings, the meeting’s sole 
purpose is to permit company men 
and brokers to meet together to dis- 
cuss and transact business. On page 
17 is a report by one of the men 
who spent part of this September in 
Monte Carlo. 


eee The usual justification for the 
deductible clause in automobile in- 
surance contracts is that, by intro- 
ducing the factor of co-insurance, 
the driver will not only be induced 
to drive more safely, but will also be 
less subject to the so-called “moral 
risk” of the temptation to profit from 
excessive or fraudulent claims. That 
this Moral Hazard does exist seems 
fairly certain, but, as the article on 
page 18 points out, it is difficult to 
show that the deductible clause op- 
erates to reduce this hazard, except 
in curbing the over-zealous pursuit 
of legitimate small claims. 


eee Agency executives have long 
realized that their company is only 
as good as their field force can make 
it. Some observers have found that 
stereotyped misconceptions about 
the insurance business have pre- 
vented the industry from attracting 
its fair share of the more promising 
college graduates, and have felt that 
a vigorous campaign of public edu- 
cation is needed to ensure that the 
necessary high quality of agent 
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forces be maintained. Many helpful 
ideas on the subject of Agent Re- 
cruitment and Training will be 
found in the article on page 20. Not 
only must the highest caliber men 
be recruited as agents, by the use 
of modern psychological testing 
methods, but the companies and 
agencies must make certain that 
these men are adequately trained, so 
as to build up their competence and 
motivation, 


eee Although the extent of health 
overinsurance is not precisely known, 
it is great enough to present a seri- 
ous problem both to the industry and 
the general public. The more seri- 
ous it becomes, the more attractive 
seem the proposals for government- 
sponsored health insurance pro- 
grams. The overinsured who re- 
ceives more than he lost profits at 
the expense of all other policyhold- 
ers whose rates are thereby un- 
necessarily increased. This type of 
Overinsurance, which does not nec- 
essarily result from multiple policies, 
is considered in the article on page 


29. 


eee With many companies moving 
to out-of-town suburban locations, 
and others finding local restaurant 
facilities inadequate to the problems 
of feeding a large staff in the time 
allotted for lunch hours, many large 
organizations have been turning to 
the company operated Non-Profit 
Cafeteria as the answer to keeping 
the flow of work moving while taking 
care of the meal-time needs of their 
employees. In the article on page 37, 
one company tells how its employees 


pay only 15 cents a day for their 
luncheons in an efficient, economi- 
cally run company cafeteria. 


eee The subject of arbitration, or 
the arbitrability of claims under the 
Uninsured Motorist’s coverage can 
be roughly divided into two broad 
parts: 1. The scope of application 
of the arbitration requirement, and 
2. its enforceability. In the article 
on page 57, these aspects of U. M. 
Arbitration are covered in detail. 


eee In the event of a fire in a hos- 
pital, or in a factory, store or large 
office building, it is certainly com- 
forting to be able to depend on the 
services of an adequate fire fighting 
system. On the other hand, what 
about the people who might be in- 
volved innocently in such a fire? 
Would they panic? Would there be 
adequate means of making an orderly 
exit? Would there be a detailed and 
functioning plan within the organi- 
zation to handle the emergency and 
aid the firefighters? These all-im- 
portant questions hold the key to 
safe and successful /ndustrial Build- 
ing Evacuation, according to the 
article on page 91. 


ee? What are the requirements for 
a really successful insurance agent? 
The mediocre agent has the same 
sources of information, ideas and 
knowledge as his more successful 
rival, but does less with them. While, 
of course, there is no quick and easy 
guide to the top rungs of the sales 
ladder, the outline of a Million- 
Dollar Sales Talk, presented on 
page 101, can be a great help to the 
agent seeking to capture a share of 
the life insurance market. 


Correction: We are informed that 
the statement by the author of 
“Foreign Operations Insurance” in 
our July issue that in England the 
local insurance market not 
recognize the fire prevention advan- 
tage of sprinklers in its insurance 
rating is not in accordance with the 
facts. British insurers assure us 
that they have the greatest possible 
regard for sprinklers as the most 
satisfactory means of minimizing 
fire losses and that substantial dis- 
counts or reductions in premium are 
offered where sprinklers are in- 
stalled in accordance with prescribed 
standards. 
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Best's Insurance Reports, Fire and 
Casualty, 62nd annual edition 


This authentic work 
gives comprehensive analyses and 
complete individual reports on the 
financial condition and operations 
plus Best’s summary opinion or rat- 
ing, of approximately 1,300 fire and 
casualty insurance companies in the 
United States. In addition, con- 
densed information covers fire and 


reference 


casualty insurance companies operat- 
ing in Canada. 

For 1961 Best’s ratings have been 
increased on sixty insurance com- 
panies and decreased on fifty-four 
companies. Exhibits on twenty- 
eight companies appear for the first 
time with no rating assigned. 

Each company’s individual report 
contains a review of the company’s 
history, management, reputation, 
general underwriting practices and 
reinsurance arrangements. Also for 
each company there are many im- 
portant exiibits including five year 
financial and operating studies show- 
ing movements of assets, policy- 
holders’ surplus, reserves, direct and 
net premium volume, underwriting 
ratios (composite and 
classes of business), investment 
gains, dividends and Federal taxes. 


separate 


publications 


Complete figures cover the 1960 ex- 
perience on each line of business 
written; yearly underwriting results 
by lines for each of the five years on 
the principal classes of business and 
detailed financial statement figures 
for each of the last two years. Fig- 
ures for the leading groups and/or 
fleets are shown on a consolidated 
basis plus much other financial facts 
and information important to insur- 
ance operations. 


2,000 pps: Copies may be ordered 
as part of Best’s Service from the 
home office of Alfred M. Best Com- 
pany, Inc., 75 Fulton Street, New 
York 38, N. Y., or from branch of- 
fices in Atlanta, Boston, Chatta- 
nooga, Chicago, Kansas City, Dallas, 
Los Angeles and Richmond. 


The Insurance Almanac—1961 edition 


This is the 49th annual edition of 
a directory of insurance companies, 
organizations, agents, brokers, actu- 
aries, adjusters, consultants, groups, 
state insurance officials, journals, etc. 
The company section includes off- 
cers, coverages, and territory. Also 
included in this valuable reference 
book are new and retired companies, 
mergers, name changes, brokers’ and 


_— Booth,Potter,Seal & Co. 
Public Ledger Building 


Philadelphia 6, Pa. 


REINSURANCE 


ON INDEPENDENCE SQUARE 


resident agents’ laws, workmen’s 
compensation officials, legislative 
sessions, insurance definitions, etc., 
all completely indexed. 


1,088 pps. $10.00 per copy. Pub- 
lished by the Underwriter Printing 
and Publishing Company, 116 John 
Street, New York 38, N.Y. 


Practical Fire and Casualty Insurance 
by J. Edward Hedges, Ph.D., LL.D., 
C.L.U., C.P.C.U. and Walter Wil- 
liams, Ph.D. 


This book, now in its seventh 
edition, provides up-to-date infor- 
mation for prospective licensees, 
teachers and students of insurance, 
fieldmen, new or experienced agents, 
new employees, and company and 
agency study groups. 

The subjects included are princi- 
ples of insurance, organization of the 
insurance business, the standard fire 
contract, allied lines, miscellaneous 
casualty lines, accident and _sick- 
ness, homeowners forms, commercial 
multiperil packages, automobile in- 
surance, consequential loss insur- 
ance, inland marine insurance, 
general liability, workmen’s com- 
pensation, and surety bonds. 


350 pps., $6.50 per copy. Pub- 
lished by The National Underwriter 
Co., 420 East Fourth Street, Cincin- 
nati 2, Ohio. 


1000 Ways to Increase Your Sales by 
Alfred Tack 


Written by one of Great Britain’s 
leading authorities on selling tactics 
and ideas and just published in the 
United States, this book gives every- 
one in this country a chance to learn 
different but successful approaches 
to the problem of selling. 

The author covers such subjects 
as how to make people want to buy 
from you, how you can succeed 
where others fail, the right way to 
handle objections, a hundred proved 
ways of getting the most out of a 
territory, how to handle every type 
of buyer, and one hundred and thirty 
ways of checking and improving 
your sales ability. 


256 pps. $4.95 per copy. Published 
by Prentice-Hall, Inc., Englewood 
Cliffs, New Jersey. 

(Continued on page 136) 
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YOU DON'T HAVE TO BE A GROUP EXPERT 
TO SELL THIS MAJOR INA “FRINGE BENEFIT” 


Ten employees, or ten thousand—voluntary contract is easy to sell 


Since the Insurance Company of North America’s 
OK Accident Policy was announced recently, 
agents and brokers have sold it with ease to 
organizations of all kinds and sizes. 


The reasons for the success of this unique 
accidental death and dismemberment group con- 
tract are simple: 


1. Management wants it. This new contract is so 
ideally suited to the requirements of so many 
concerns that it meets zero sales resistance. 


. It costs management nothing yet it gives man- 
agement a big chance to help their employees, 
after machinery is geared to make a payroll 
deduction. The employee assumes the full cost, 
pays all premiums. 


. “Voluntary” is the key word. In companies 
which have adopted it, an average of 60% of 
those to whom it was offered have signed up. 


. It is flexible. The OK Policy can be written for 
groups as small as ten, as big as 20,000 or 
more. Its coverage limits span the spectrum 
from $5000 to $100,000. 


The market starts with firms which employ ten 
or more people, also includes federal, state and 
local government agencies, plus many associa- 
tions and educational institutions. 


Participating companies have found interest at 
all levels of their organizations, not only among 
those with hazardous jobs. As one executive 


commented, ‘‘Stenographers trip over open file 
drawers, too, we've found.”’ 


The OK Policy has all of the advantages of 
group accident and sickness contracts with none 
of the limitations. Outstanding features are: non- 
underwriting of individuals, no participation re- 
quirements and the simplicity of the contract itself. 


Best of all, the OK Policy is a prime income 
producer for the agent or broker who sells it. 


The professional A & S man in your nearest 
INA Service Office is the best source of further 
information on the OK Policy. He can also describe 
INA’s facilities for Business Travel and Salary 
Continuance. Or, send the coupon direct to INA. 
Either way, don’t wait to claim your share of this 
promising new market. 


For the best in A & S—INA. 


INA, Dept. B10 
World Headquarters, 1600 Arch St., Philadelphia 1, Pa. 


Gentlemen: | have commercial accounts and pros- 
pects who would be interested in INA’s OK Accident 
Policy. Please send me full details. 


Name 





Firm 





Address 
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Zone State 
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INSURANCE BY NORTH AMERICA 


Insurance Company of North America 
Life Insurance Company of North America 


World Headquarters: Philadelphia 
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HE PRIMARY FUNCTION of an insurance company is 
on tke business of insurance. The investment function 
must necessarily be based on the varying requirements 
of the company’s chief purpose in life. This imposes 
certain basic limitations on investment objectives. 

In compiling our annual aggregates of the fire and 
casualty field for 1960 we tabulated the basic figures 
of seven hundred sixty-seven stock companies, three 
hundred seventy-five mutual companies, sixty-three re- 
ciprocals and fourteen Lloyds. They reported assets of 
over $30 billion, the major portion of which was in- 
vested. Obviously such a decentralized industry does not 
conform to any single investment pattern and no single 
set of rules apply. Investment philosophies themselves 
differ widely and their application to varying situations 
creates many dissimilarities. 


Contribution to Growth 


Insurance companies are largely self-financing and 
the important role investment earnings and appreciation 
have played in financing the tremendous growth that 
has taken place in the last twenty years is amply illus- 
trated in the accompanying exhibit for all stock fire and 
casualty companies. Assets advanced from less than $5 
billion to nearly $23 billion with investment income in- 
creasing from about $127 million to $592 million per 
year. The average rate of return was about 244% on 
total assets. Profits on sales of securities and apprecia- 
tion in stocks owned, made a substantial contribution 
to growth over the period despite forcing the investment 
account in the red in 1946 and 1957 and more than 
absorbing investment income in several other years. 

This study is based upon the asset position at the end 
of 1959 and 1960, the latest dates for which industry- 
wide figures are available in sufficient detail to make 
possible this compilation. During this period the com- 
panies have faced a rapidly changing situaticn in inter- 
est rates and fairly wide swings in market values of 
common stocks. Stocks were in a steadily rising trend 
through the middle of 1959, with some weakness devel- 
oping. thereafter. 
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These swings at once posed problems and presented 
opportunities to financial managers. In 1959 the gain on 
sales was $81 million and the appreciation $405 million, 
While in 1960 the gain on sales was $79 million but 
there was market depreciation of $16 million. Depreci- 
ation and appreciative figures are attributable almost 
entirely to stocks as bonds in good standing are carried 
at amortized values. Some companies took gains on 
stocks and offset these by losses on bonds to save taxes 
and reinvest at a higher yield. Others used profits 
on sales of stocks to partially offset underwriting losses 
while still others more hopefully decided to carry for- 
ward underwriting losses (a 52% tax item) rather than 
offset them by long term capital gains (a 25% tax item). 

Despite the many individual differences, there are 
certain underlying guiding principles of insurance in- 
vestment which may be reasonably accurately defined. 
In fact it is possible to demonstrate the working of these 
principles in the aggregate and over a period of years, 
always keeping in mind that the averages are derived 
from the total of many individual differences. 


Defensive Position 


One portion of the industry has stressed what might 
be termed a defensive position through investing princi- 
pally in bonds. The underlying philosophy is that enough 
risk and liability is assumed in the insurance business 
without extending risks into the investment field. Some 
of the strongest and most conservative underwriters in 
the field follow this course. This same investment pat- 
tern in also generally followed by companies that are not 
so strong and those with an unduly high or concentrated 
insurance risk as well as by some of the very small 
companies. 

Another segment of the industry has followed a more 
aggressive investment policy, placing more emphasis 
on equities. After maintaining cash and bond holdings 
in sufficient amount to cover insurance liabilities and re- 
serves they invested in common stocks, These com- 
panies sought higher income and appreciation to reduce 
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CLASSIFICATION OF ADMITTED ASSETS 
Stock Companies 
12/31/59 12/31/60 
4 o + 
Bonds: 
U. S. Government 
Other Government 
State, Municipal, etc. 
Special Revenue, etc. 
Railroad 
Utility 
Miscellaneous 248,762 
Total Bonds $ 3,926,703 
Common Stocks: 
Railroad $ 
Utility 
Bank 
Insurance 
Savings and Loan 
Miscellaneous 
Total Common Stocks 
Preferred Stocks: 
Raliroad 
Utility 
Bank 
Insurance 
Miscellaneous 
Total Preferred Stocks 
Mortgages 
Real Estate 
Collateral Loans 
Cash 
Premium Balances 
Other Assets 
Total Assets 
* Figures in thousands. 


$ 1,508,056 
34,148 
1,059,219 
608,452 

106 241 
361,825 


$ 1,551,910 
40,113 
1,251,968 
726,918 
97,085 
367,085 
256,413 

$ 4,291,501 
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8,266 
148,084 
78,163 
111,341 
6,259 
471,441 
823,554 


$ 6,651 
181,582 
79,474 
129,128 
5,403 
485,488 
887,726 


POON: 
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2,630 
80,110 
584 
913 
37,750 
121,987 
86,996 
157,141 i 
. a 
290,609 5.1 
254,533 4.4 
1.6 

0 


2,371 
96,548 
529 
926 
42,790 
143,164 
88,622 
166,129 
1,520 
271,942 
274,980 
105,995 
$ 6,231,579 1 


sae 


89,407 
$ 5,751,922 100 





the squeeze on surplus from the rise in volume of busi- 
ness and liabilities. 


Longer Term Trend 


Conditions in security markets, yields, interest rates 
and changes in tax laws also have a direct bearing on in- 
surance company portfolios. At the end of 1931, for 
example, the bond portfolios of stock fire and casualty 
companies contained government bonds totaling only 
$295 million (7.7% ) as against $4.1 billion (18.3%) at 
the end of 1960. In contrast the relative importance of 
railroad bonds dropped from 12.2% to 0.4%, public 
utility from 9.2% to 1.8% and industrial from 4.9% 
to 2.0%. 

U. S. Government bonds have not only been in much 
greater supply in recent years but the spread in yield 
between government and other fully taxed bonds was 
too small to make the corporate issues particularly at- 
tractive. Moreover many more tax free state, county, 
municipal and special revenue issues became available 
and they have increased in insurance company port- 
folios in the same period from $320 million (8.3%) to 
$5.7 billion (24.9%). This is entirely understandable 
when we recall that the tax rate was 15% in the late 
twenties and 18% in the thirties whereas today it is 
52%. This knocks the effective yield on a 3%% bond 
down to only 1.68% after taxes. However, only 15% 
of the dividends received are subject to the full corporate 
federal income tax rate so the effective rate on dividends 
is 7.8%. Another significant fact to note is that while 
total stocks owned increased from $1.4 billion in 1931 to 
$7.6 billion in 1960 (to a large extent through apprecia- 
tion in market value), their relative importance re- 
mained about the same. 


For October, 1961 


That is the record. With investment theory and 
practice favoring common stocks as a hedge against 
inflation, why did the insurance companies, as a group, 
increase their cash and bonds to record levels? 


Primary Function 


For the answer we go back to our original premise 
the primary function of an insurance company is the 
business of insurance and the investment function must 
necessarily be patterned after its basic requirements. 
A substantial portion of the funds in possession of fire 
and casualty insurance companies are held solely because 
the companies transact an insurance business. They 
come into existence, first, because insurance protection 
is paid for in advance and companies find themselves 
in the position of trustees of substantial unearned 
premiums for insurance running into the future. They 
arise, secondly, from funds held in loss reserves to cover 
claims payable over a period of time. 

As premium volume and resulting liabilities increased, 
most insurance companies strove to cover the increase 
with money rate bonds and cash. This they did, virtually 
dollar for dollar. Over a period of years, cash and bonds 
have been kept at a level roughly equal to total liabilities 
and bonds alone at about 85% of all liabilities—almost 
exactly the ratios that prevail today. Should we include 
premium balances with cash and bonds, the coverage of 
liabilities by assets subject to a minimum of market 
fluctuation would be somewhat higher. 

Insurance companies’ bond portfolios are beyond 
question as to investment quality, They may be said 

(Continued on the next page) 





CLASSIFICATION OF ADMITTED ASSETS 
Mutual Companies 
12/31/59 


12/31/60 
* 


% 
Bonds: 
U. S. Government 
Other Government 
State, Municipal, etc. 
Special Revenue, etc. 
Railroad 
Utility 
Miscellaneous 
Total Bonds 
Common Stocks 
Railroad $ 
Utility 
Bank 
Insurance 
Savings and Loan 
Miscellaneous 
Total Common Stocks 
Preferred Stocks 
Railroad $ 
Utility 
Bank 
Insurance 
Miscellaneous 
Total Preferred Stocks 
Mortgages 
Real Estate 
Collateral Loans 
Cash 
Premium Balances 


$ 4,061,844 18.6 $ 3,979,309 
172,010 0.8 182,854 
3,153,348 14.5 3,488,195 
1,937,391 8.9 2,190,506 
96,007 0.4 88,125 
402,828 1.8 426,895 
387,863 18 450,942 
$10,211,291 $10,806,826 


om 


— 
Ovi 
CAAWwWOUW 


\o 


SNe 


> 
> 
fos} 
> 
> 


78,116 
1,269,857 
623,352 
1,844,188 
15,653 
3,649,494 
$7,480,660 


~ 
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$ 70,343 
1,517,477 
604,618 
1,812,823 
12,801 
3,613,260 

$ 7,631,322 
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41,436 31,885 
328,443 a 332,221 
894... 704 
20,321 296,945 
308,997 296,945 
700,091 681,514 
52,593 53,163 
274,947 292,097 
SBF ... 5,119 
1,043,633 48 1,061,327 
1,506,607 6.9 1,635,734 
Other Assets 526,884 2.4 609,781 
Total Assets $21,800,523 100.0 


* Figures in thousands. 
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INSURANCE INVESTMENTS—Continued 


to represent maximum security with only a money 
market risk. That this can be serious is amply illustrated 
by the current low market level of bonds due to higher 
interest rates. However, for statement purposes insur- 
ance companies carry bonds at amortized values. 

Insurance companies generally concentrate their pre- 
ferred stock investments in better-than-average stocks 
with most of them in the category of money-rate issues. 
Market values tend to follow the trend of the bond 
market rather than that of the stock market. 

The stock fire and casualty companies own more than 
a thousand different common stocks listed on the New 
York Stock Exchange with largest holdings concen- 
trated in recognized “blue chip” issues. Stock port- 
folios are of course subject to wide market fluctuation. 


Current Stock Position 


At the end of 1960 stock carriers had nearly one-half 
of their assets invested in bonds and about one-third 
invested in stocks, mostly common. However, nearly 
one-quarter of the stocks owned represented investments 
in subsidiary insurance companies so that on an indus- 
try-wide consolidated statement basis bond holdings 
would be higher and stockholdings lower. Nearly 40% 
of the bond portfolio is still in Governments although 
the relative importance has shrunk steadily in recent 
years. Tax exempt state, county, special revenue and 
municipal issues have jumped to $5.7 billion in 1960 to 
increase their relative importance to about one quarter 
of assets. Common stocks decreased to about one third 
of assets due to market depreciation. Cash remained 
at just over $1 billion but it now represents only 4.7% 
of assets. 

The managements of mutual companies have, in gen- 
eral, invested a larger percentage of assets in bonds, 
the corresponding ratios of mutual and stock companies 
being 69% and 47% respectively. Relatively, stockhold- 
ings of the mutuals are materially less than such holdings 
by stock companies, ratios being 164% and 36%. Most 


notable difference in the stockholdings is the very 


STOCK COMPANIES 


Per Cent 
of Mean 
Assets 
2.66 
2.55 


+ Investment 
Income 


$592,392 
534,479 


*+ Investment 
Profit or 
Loss 
$ 655,412 
1,020,647 
2,074,163 
—166,342 

579,901 
1,147,365 
1,583,363 

267,132 

548,975 

544,629 

600,246 

527,599 

151,670 

108,898 

—11,548 

516,907 

330,954 

331,547 

; 83,668 

2.95 38,969 
+ Figures in thousands 


Year + Assets 
$22,776,883 
21,800,524 
20,114,962 
17,889,027 
17,811,227 
17,274,609 
15,788,934 
13,771,516 
12,779,026 
11,534,756 
10,602,969 
9,519,715 
8,288,276 
7,465,379 
6,630,336 
6,308,836 
5,617,129 
5,140,706 
1942 4,661,499 
1941 4,432,158 
* Includes Investment Income 


1960 
1959 
1958 
1957 
1956 
1955 
1954 
1953 
1952 
1951 
1950 
1949 
1948 
1947 
1946 
1945 
1944 
1943 
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natural small holdings of insurance stocks by mutual 
carriers and the relative importance of such holdings in 
the stock field. The mutual carriers have larger relative 
holdings in real estate and mortgages but about the 
same cash balances and lower premium balances. 

Just as in the stock field, in reviewing the exhibit 
showing the classification of admitted assets of the in- 
dividual companies or in interpreting the investment 
practices of any company, one very important point 
should be kept in mind—the relation of such investments 
to outstanding liabilities. A company may have a higher 
than average percentage of assets invested in real estate, 
in common stocks or in some other class of security, yet 
may, in addition, maintain as high a degree of diversi- 
fication and even greater liquidity in relation to out- 
standing liabilities than another company with a more 
normal diversification of assets but larger liabilities. 
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SEPTEMBER IN MONTE CARLO 


WILLIAM F, DELANEY, JR. 
President Delaney Offices 
Incorporated 
New York 


HE ANNUAL INTERNATIONAL 
gi penulaiiai for insurers and re- 
insurers was held once again in 
Monte Carlo from September 6 to 
September 9. It was the fifth and 
most successful meeting. A total of 
526 company men and 158 brokers, 
from all over the world and repre- 
senting thirty-two countries, gath- 
ered to arrange and discuss insur- 
ance and reinsurance. 

The companies represented were 
from the United States, England, 
France, Holland, Spain, Austria, 
Belgium, Chile, Denmark, Egypt, 
India, Iran, Ireland, Israel, Italy, 
Libya, Luxembourg, Liechtenstein, 
Morocco, Mexico, Norway, Philip- 
pines, Poland, Sweden, Switzerland, 
Turkey, Union of South Africa, 
Venezuela, and Russia. 


Assured Future 


The future of the September Ren- 
dez-vous seems assured. Companies 
and brokers make plans well in ad- 
vance to use the Monte Carlo meet- 
ing as the time and place to resolve 
problems arising during the year. 
The lobby of the internationally 
known Hotel de Paris, just across 
the street from the famous Monte 
Carlo casino, becomes a busy insur- 
ance and reinsurance exchange. 

The conference was marked by an 
impressive and encouraging display 
of how it is possible for some thirty- 
two countries to arrange reinsurance 
and to discuss individual insurance 
problems. The individual members 
are strong competitors in many 
cases, but this did not prevent a 
strong feeling of comradeship and 
sincere cooperation. 

The American delegation was 
smaller than in previous years. Mr. 
Andre Roux, president and general 
director of the Compagnie D’Assur- 
ances Generales Contre Les Acci- 
dents, Paris, welcomed Americans 
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from both North and South Amer- 
ica. Certainly the cordiality with 
which we were greeted was most 
warming and heartening. 

Insurance ties between the United 
States and the continental markets 
are becoming more evident. There 
is a growing cooperation between 
the American companies and the 
European companies. 

Mr. Harold J. Toso of Sayre and 
Toso, Inc. attended the meeting for 
the first time. His California organi- 
zation, representing many American 
companies, also has Lloyd’s connec- 
tions and represents several foreign 
companies for the underwriting of 
surplus lines business. 

“My trip to the September Ren- 
dez-vous,” he said, “has proven to 
be even more valuable than I had 
anticipated. In the short period of 
one week and all in one place, | 
have been able to do business and 
carry on business meetings which 
would have required several months 
of travel if this meeting did not ex- 
ist.” 

Mr. Toso was able tc meet with 
his friends of The Seven Provinces, 
the general managing director, Dirk 
Quint, and the managing director, 
Antony Maat, both persons who are 
also well acquainted with the 
American insurance scene. The 
Seven Provinces is a company with 
widespread international interests. 

The American Foreign Insurance 
Association was well and ably repre- 
sented by Mr. T. B. Brown, Jr., 
vice president, Mr. Alain d’Arthuys, 
manager in Paris, and Mr. Peter C. 
Blauth, manager in London. 

The Insurance Company of North 
America was much in evidence 
thanks to Mr. John A. Diemand, Jr., 
Mr. Milos R. Knorr, Mr. E. Ernest 
Feer, Commander Alfredo Federici, 
Mr. C. W. V. Baker, Mr. R. H. 
Green, and Mr. Z. M. Zmigrodzki. 

The remainder of the United 
States group consisted of the follow- 
ing : 

Schuyler Merritt, 11, Commerce and 
Industry Insurance Company 


Elmer N. Dickinson, Jr., Commerce 
and Industry Insurance Company 
William F. Delaney, Jr., Delaney 
Offices Incorporated 
Jerome J. Greilsheimer, 
sheimer & Son, Inc. 

H. Alexander Stebler, U. S. & For- 
eign Management, Ltd. 

John J. Roberts, American Interna- 
tional Underwriters 

Hans R. Pollak, Jefferson Insurance 
Company 

Arnold Herzfeld, Bleichroeder Bing 
& Co., Inc. 

Thomas B. Herzfeld, Bleichroeder 
Bing & Co., Inc. 


Greil- 


Origin 

The September meeting originated 
five years ago as an offshoot from the 
meetings of the International Marine 
Union. Brokers and fire and casu- 
alty company men, in increasing 
numbers, had been attending the 
meetings of the International Marine 
Union. Gradually their number over- 
shadowed the marine attendance and 
made the marine meeting unwieldy 
due to its large attendance. The In- 
ternational Marine Union quite 
properly decided to limit its meeting 
to invited marine members. The 
brokers and the fire and casualty 
company men realized that an excel- 
lent opportunity for meeting together 
had grown up. Therefore, they de- 
cided to establish a separate conven- 
tion to be held annually in Monte 
Carlo. The usefulness of this meet- 
ing is now generally accepted. 

“Le Rendez-vous de Septembre,” 
as it is called, now has assumed a 
form all its own. Its outstanding 
characteristic is the complete absence 
of formal organization and the com- 
plete absence of formal meetings. 
No resolutions are adopted. The 
purpose is to permit company men 
and brokers to meet in one place to 
transact business, be it insurance or 
reinsurance. It is not a meeting 
where you will find a great deal of 
new business, but rather a meeting 
where everybody has an opportunity 

(Continued on page 26) 
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HAZ AR ve 


RICHARD F. SCHMIDT, M.B.A. 
Insurance Analyst 


General Motors Corp. 


EW CONTENTIONS are as firmly 

FP ettanticnea in contemporary in- 
surance thought as the one which 
holds that a deductible provision in 
an automobile insurance policy 
serves as a major safeguard against 
moral hazard. This article seeks to 
analyze the validity of this position. 
Webster defines moral hazard as 
“the hazard arising from the uncer- 
tainty of the honesty of the in- 
sured.” + Anyone familiar with in- 
surance will recognize the inade- 
quacy of this definition. A chronic 
alcoholic may be honest, but every 
automobile underwriter in the coun- 
try will consider him a_ potential 
moral hazard, An actuary 
moral hazard thus: “ 
ard .. 


defined 
. moral haz 
. embraces the intangible hu 
man frailties and propensities which 
cannot be measured by any rating 
system and which cannot be ac- 
counted for in advance by a requisite 
premium charge.” * Another well- 
known writer attempted to clarify 
the concept by distinguishing be- 
tween moral hazard (the propensity 
of the insured to help consciously or 
otherwise to increase the chance of 
loss) and moral hazard (the relaxa- 

1 Websters New 
the English 


abridged 
Company, 


International Dictionary of 
Language. Second edition, un 
(Springfield, Mass., G. C. Merriam 
1942), p. 1592. 


2 Stellwagen, H. P 
The Annals, The 
and Socia! 
p. 154. 


“Automobile Insurance 
American Academy of Political 
Science. Vol. CXXX (March, 1927), 
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tion of normal precautions that re- 
sults from insurance protection ) .* 

It is probably safe to continue us- 
ing the established phrase as long as 
one clearly understands all of its 
connotations. Briefly, the term moral 
hazard, as used here refers to 
an insurance company’s increased 
chance of loss resulting from an in- 
dividual insured’s tendency to devi- 
ate from generally accepted standards 
with respect to: (1) competence, 
(2) reputation, (3) carefulness, (4) 
propensity to submit fraudulent 
claims, (5) zealousness in the pur- 
suit of legitimate small claims. 

Which of these several hazards, 
collectively known as moral hazard, 
can be treated effectively by the de- 
ductible method ? 

It is immediately apparent that a 
deductible in an automobile insur- 
ance policy does nothing to improve 
the insured’s competence in han- 
dling his car. A deductible provision 
obviously does not improve one’s 
reputation and cannot mitigate this 
aspect of moral hazard. 

Many of the beneficial effects im- 
puted to the deductible, as a safe- 
guard against moral hazard, are 
thought to flow from the incentive 
to greater precaution engendered in 
the insured by the knowledge that 
he must bear part of any loss. “Com- 
pulsory participation serves an edu- 
cational function,” wrote a Swiss 
author, “it strengthens the insured’s 
feeling of responsibility and teaches 

3 Kulp, C. A. Casualty Insurance, Third edi- 


tion (New York, The Ronald Press Company, 
1956), pp. 11-12. 





him care in the maintenance and use 
of his automobile. In his striving to 
avoid small losses he frequently 
avoids major damage as well.” 4 
Like the proposition that heavy ob- 
jects fall faster than light ones, this 
idea appeals to common sense. Un- 
like the Aristotelian concept of grav- 
ity, the deductible’s beneficial influ- 
ence upon carelessness is not easily 
subjected to experimental verifica- 
tion. To “prove” the proposition, one 
must advance statistics comparing 
the number of accidents (not claims ) 
per car covered by full insurance 
with the number of accidents per car 
covered under a deductible form. To 
the knowledge of this writer, such 
statistics are not available. The next 
best approach consists of meeting the 
assertion on its own grounds, by an 
appeal to “common sense.” 


Case for Inclusion 


The case in favor of including the 
deductible in automobile insurance 
policies to reduce the frequency of 
accidents rests upon the validity of 
two points: (1) Caution reduces the 
number of accidents and (2) Aware- 
ness of the financial consequences of 
loss promotes caution. There seems 
to be little argument or evidence to 
cause one to question the fact that 
driving care reduces the number of 
accidents. The second point raised 
above deserves careful consideration. 


(Continued on page 134) 


4 Martolini, Silvo. Die Autokasko-Versicher- 
ung in Theorie und Praxis. Volkswirtschaftstheo- 
retische Abhandlungen herausgegeben von M. R. 
Weyermann. Weinfelden. A. G. Neuensch- 
wander’sche Verlagsbuchhandlung. 1930. p. 210. 
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HERE Is hardly such a thing as 
a physical type for a salesman. 


We are acquainted with salesmen 


who are tall, who short, fat, 
others lean and skinny, young, mid- 
dle-aged, or mature in years. There 
is no standard physical type for a 
salesman, although some companies 
have stated that they prefer tall in- 
dividuals for their sales force. In 
the fundamentals of human behavior, 
salesmen differ but slightly from 
other human beings. Their basic mo- 
tives are those of other workers. 
Their reactions to the impact of 
other personalities are like those of 
other people. Yet certain qualities 
such as skillful 
handling of and a liking for people, 
self-confidence, and pleasing man- 


are 


aggressiveness, 


ners seem to be common to 


most 
successful salesmen, 
what product they sell. 


ach insurance agent must possess 


regardless of 
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the native abilities required for sales 
and must have and apply fully the 
energy, drive, initiative, and pur- 
posefulness required for making the 
art of selling a success. Although the 
technique of selling needs to be 
taught and developed and practiced, 
the development is from the inside 
out. It is the first responsibility of 
the individual himself. 

Some of the traits necessary for 
successful salesmen are stability, self- 
sufficiency, extroversion, aggressive- 
ness, self-control, and sociability. A 
salesman must have social intelli- 
gence, He must be able to get along 
with his fellow men. He must have 
tact, be aware of prejudice, know the 
value of humor and have a good 
memory. He must understand the 
actions of others and be able to “size 
up” an individual. He must grasp 
social situations and say the right 
thing. All of these qualities contri- 














bute to one’s ability to influence 
others and are all related to one’s 
probable success in selling. 

If there is any one phase of in- 
surance agency management that is 
directly responsible for the degree of 
success of an insurance agency, it is 
proper personnel. The acquisition of 
such personnel is difficult, particu- 
larly in some of the smaller com- 
munities. But where such personnel 
can be obtained even in the smaller 
communities the agency can have a 
tremendous growth and can become 
a very large agency. 

We must compete with other in- 
dustries for the consumer’s dollar, 
and the shortage of qualified man- 
power makes the task even more 
difficult. The insurance industry is 
not obtaining a fair share of talented 
college graduates, because careers in 
insurance do not seem to appeal to 
college graduates to the same degree 
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as careers in other forms of industry. 
We believe this can be corrected on 
an industry-wide basis. We must 
devise printed materials that will tell 
our story fully and attractively. We 
must widen our scope and intensify 
our educational efforts to include 
high school students and college un- 
dergraduates. The insurance agency 
career must be made more attractive 
financially and it should offer pro- 
motions and advancements. The 
stereotyped misconceptions must be 
corrected and the variety and the 
prestige of the career must be 
stressed with emphasis on the growth 
potential of the business. 


Tests as an Aid 


Sales managers are greatly in- 
debted to psychologists for their help 
in understanding the mental aspects 
of the sales process. Tests developed 
by these psychologists can be used 
as an aid in the selection of sales- 
men, If used improperly, they are of 
little value. When used properly, 
however, they assist in indicating 
subsequent results in the selection 
process, although they do not re- 
place other steps in the selection. 
There are many types of tests, since 
it is necessary to measure diverse 
phases of the make-up of the individ- 
ual. Intelligence tests throw light on 
his mental inventory, whereas per- 
sonality tests help to disclose the 
presence or absence of desirable per- 
sonal qualities in the prospective 
salesman. Then trade or knowledge 
tests measure the amount of special- 
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ized knowledge which he could bring 
to his task. 

When intelligence tests are used, 
two assumptions are necessary. The 
first is that there is a relationship 
between intelligence and success in 
selling, as measured either by vol- 
ume or profit on sales or by the rate 
of turnover in the sales force. The 
second assumption is that intelli- 
gence can be measured, either in a 
general way or in a special manner 
which will disclose the degree to 
which an applicant possesses the 
type of intelligence which is most 
closely related to selling a particular 
product. There are limits to the 
value of these tests, but they can be 
helpful in assisting in the proper se- 
lection of men for positions requir- 
ing selling aptitudes. It is not likely 
that a salesman can succeed in an 
occupation in which he does not 
have a deep and abiding interest. If 
an applicant has an occupational in- 
terest pattern like that of successful 
men in the field which he seeks to 
enter, both his success and his con- 
tinuity of employment are highly 
probable. It would, however, be a 
mistake to look only for education 
and intelligence, as some of the best 
agents have been at some other sell- 
ing job and are a tremendous 
cess. 


suc- 


Agent Training 


To stimulate and motivate it is 
necessary to educate. Knowledge of 
insurance is a first requisite to get- 
ting started in the insurance agency 
field. Reading about selling in books, 
periodicals, and pamphlets is neces- 
sary and helpful, but that alone will 


not teach one to sell successfully. | 
have read books about ice skating, 
but I had to practice many hours for 
quite a few years to learn to do only 
a fair degree of figure skating. This 
applies likewise to insurance selling. 
It can be learned, but there must be 
a Sales Training Program in an 
agency. A training program makes 
possible a greater sales volume, 
creates improved customer relations, 
provides greater familiarity with 
company and agency policies, and 
teaches the agency force to sell the 
complete line. Better demonstrations 
and sales presentations are a result 
of sales training, and there are fewer 
lost sales and a greater average dol- 
lar volume per call. More missionary 
work comes from sales training and 
there also results a greater percent- 
age of sales in the higher-commis- 
sion items. 

In a careful analysis of the re- 
sults of training agents, one com- 
pany showed that those who com- 
pleted a rather elaborate training 
program proved to be definitely bet- 
ter salesmen than those who re- 
ceived a part of the training only. 
Organized training also helps to de- 
velop earlier selling maturity. It re- 
duces the time a typical salesman 
needs to reach an average or normal 
level of effectiveness. Without proper 
training the potentially good insur- 
ance agent may become discouraged 
and his low level of morale may 
handicap his whole future; he may, 
in fact, decide that he has no ability 


(Continued on the next page) 
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as an insurance agent, and so may 
enter other vocations. The people 
who advocate “sink-or-swim’” have 
caused many to leave a promising 
future because of discouragement at 
a time when assistance was deeply 
needed. Improper or no training has 
more far-reaching consequences than 
merely delaying a man’s selling ma- 
turity. The improperly trained man 
will tend to level off at a perform- 
ance figure well below his true capa- 
bilities, even though his record may 
be satisfactory when compared with 
other members in the agency. It is 
possible for the agency force to work 
only about 75% of its time without 
the agency manager or owner being 
any the wiser. In this way there is 
a great reduction in profits. 


Lower Turnover 


When men are properly trained 
for their work there is a lower turn- 
over in the agency. Where new men 
have been added to an agency with- 
out training it is very common to 
have a large percentage fail. I have 
observed, where a sales training pro- 
gram has been initiated, that there 
is a turnover rate of less than one- 
third. A continuous turnover results 
in poor customer relations, Improp- 
erly trained people do not have an 
over-all picture of the insurance 
agency business and leave the cus- 
tomer in the dark when he calls the 
office. Well-trained agents and office 
secretaries know what the client or 
prospective customer needs, and 
maintain a _ pleasant relationship 
which encourages him to return and 
to tell others of your service. 

In my own insurance training pro- 
gram I] meet with the men each 
Monday morning at 9 a.m. for one 
hour and for an additional one-half 
day each month. The clerical staff is 
given one hour of training each 
Monday morning from eleven to 
twelve o’clock. Individual or on-the- 
job training is the responsibility of 
the supervisor. It should be carefully 
planned, whether formal or informal. 
Some agents have had training in 
sales but may need a lot of training 
in the technical side of insurance. No 
one is ever completely trained. It is 
a continuing problem. Selling is a 
skill and like any other skill can be 


learned only by doing, but without 
guidance the new agent may floun- 
der. There is a high mortality rate 
among insurance agents, and yet the 
public wants stability and will buy 
only from agents who are properly 
trained in their product and know 
how to sell it. New agents should 
not be left to their own devices. They 
must learn a carefully prescribed 
procedure and learn to follow it 
methodically. 

It is important that an insurance 
agent have sufficient social contacts 
to be identified with his community, 
but insurance men who are joiners 
had better take stock of their selling 
methods. Make a check, if you please, 
on the amount of time you put into 
club activity. Every insurance man 
should belong to a good business 
club. If he likes to play golf and can 
afford it, he should belong to a golf 
club. He should belong to a good 
social club. But not particularly for 
the amount of business he is going 
to get. He should belong to such 
clubs for business and enjoyment— 
for the love of his fellow-being and 
for the benefit of mankind in general. 
When you join a club, be a good 
member. Work for your clubs. It 
will be noticed in due time and will 
bring you a lot of business, but only 
because people like the way you 
operate as a “working member” and 
not just as a “joiner.” 


Thieves of Time 


‘ 


If you are just a “joiner of clubs” 
for the sake of the people you will 
meet, you will find that such an at- 
titude is only robbing you of your 
time. Your very attitude is the 
“thief.” In the long run you'll find 
that you won’t make much headway 
in selling insurance to the people 
you meet at the usual club. You will 
find that the time you take to “rush 
here and there—to this club and 
that club” is almost completely 
wasted, You will sell a policy now 
and then, but if you figure up the 
time it takes and the cost—you'll 
find that it isn’t worth-while, that 
your clubs are “thieves robbing you 
of your time.” 

Of course, you are going to make 
a lot of good contacts through your 
clubs. You will meet some very fine 
people. These people are a “real 
asset” to you, but do business with 
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them in a really business-like man- 
ner. As you meet people in your 
clubs and you have a special contact 
with them, put them on your Pros- 
pect List. Do not work too many 
names at a time. Add about three 
names each month. Send them 
“sales promotion” for three or four 
months, then follow-up by telephone. 


Marketing Program 


The selection of the agent and his 
staff, the training of the agency force 
through advanced educational sys- 
tems, and the use of automation and 
short cuts in speeding office work in 
the agency are tremendously impor- 
tant, but these must be followed by 
a Marketing Program. The market- 
ing program must involve agency 
public relations. The public must 
feel that the firm is able to do some- 
thing better than others can. Its rep- 
utation must be maintained at a high 
level at all times. The agent cannot 
think only of himself, but must ac- 
cept the responsibility of contribut- 
ing to the insurance industry. Some 
of the basic tools of public relations 
are publicity, advertising, adjust- 
ment of losses, and doing a lot of 
little things that keep the agency in 
the limelight. 

You will need to start out by be- 
ing your own press agent. After you 
have mastered the art of publicity, 
later your office secretary may be 
able to help you. Each day and each 
week do at least one thing that will 
be helpful. A letter to the newspaper, 
an article for your company’s house- 
organ, a suggestion to your city 
council, some worth-while remarks 
at a business conference, all of this 
will be helpful. If you are sharing in 
some important event where your 
picture might be used, send a story 
with an accompanying photo, If 
you're creating a special event to 
make publicity, write it up yourself! 
You know more about it than any- 
one. Meet the newspaper editors 
face to face. They will often find a 
story in the talk you have with them. 
Editors of small town, community, 
and neighborhood newspapers, and 
editors of the metropolitan section of 
the big-city Sunday newspapers are 
constantly on the lookout for human 
interest. When calling on an editor 
in a small town, it is advisable to 
have an outline of your story or 
project. In a large city the manag- 

(Continued on the next page) 
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is the priceless ingredient in the operations of an insurance com- 
pany. Paired with judgment, it governs success in underwriting 
and in the wise handling of financial resources, of assets and 
surplus. Not least, it guides a company in its relations with the 
insuring public and with the local agent who is the cornerstone 
of the insurance structure. PLM, now in its 66th year, has this 
experience. It could profitably work for you.Why not drop us aline. 


plm 


PENNSYLVANIA LUMBERMENS MUTUAL INSURANCE COMPANY 
PLM Building « Philadelphia 7, Pa. 
Regional Offices in New York, Los Angeles, Charlotte, N.C., Phoenix, Ariz. 


A MULTIPLE LINE COMPANY 
“Founded in the Birthplace 
of American Mutual Insurance” 
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ing editor usually prefers a quick 
oral description of the project, from 
which he mentally constructs his own 
idea of the story and decides which 
writer is best suited to-do it. Public 
relations can only be effective in 
proportion to the enthusiasm given 
it. 

How much should an agency 
spend on advertising ? The usual rule 


1% 


is % of gross premiums and 


5% of gross commissions. Those 
new in business must build an image 
of their agency fast and so must 
spend more. Big agencies need not 
spend as much as small agencies. 
Advertising should not be on a hit 
or miss basis, but should be planned 
for a year’s activity. It is better to 
spend enough on one or a few media 
rather than scatter your shots with- 
out results. Direct mail to friends 
and acquaintances is effective, while 
newspaper advertising will spread 
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your agency name over a larger area. 
Advertising is a selfish expenditure. 
It is something that does a job faster 
and more easily than you can do it 
yourself. The yellow pages in the 
telephone book are good. Television 
is big league stuff and not suitable 
for the average agency. FM radio 
programs, on the other hand, are 
becoming very effective. 


Doing the Little Things 


A livewire agent appears in many 
places that do not always require a 
lot of time. He goes to wakes and 
funerals, and appears once in a while 
in unimportant affairs, places where 
the “big shots” would never go. The 
effect is tremendous. Keep a neat 
house, especially a neat yard. A well 
trimmed lawn is an advertisement 
of your own neatness, your ability, 
your regard for your neighbors and 
the entire community in which you 
live. Spend some time on acts of per- 
sonal kindness. For example, there 
is nothing better than to buy some- 
thing from the merchant who is just 
starting out. Ten dollars worth of 
business feels a hundred times as 
good, on that day, as ten dollars 
worth of flowers. To reach people, 
in your business, you must stay 
young. The secret formula for per- 
petual youth is study. Keep on study- 
ing, one subject or a dozen; let your 
wonder and curiosity be intrigued 
and your faculties of observation and 
deduction will improve as time goes 
on. These might sound like little 
things, but they are extremely im- 
portant in your sales success. 


Abreast of Needs 


A good insurance agent must con- 
tinually keep abreast of the insur- 
ance needs of his clients and of the 
community. A professional insur- 
ance agent must be in a position to 
give advice on insurance needed and 
will be respected for this advice. He 
should make recommendations as to 
what should be done, Business men 
especially cannot afford to take the 
time to study all about their insur- 
ance needs and will look to an in- 
formed agent who is being paid to 
know. The agent will want to find 
out what the client owns and is 
legally liable for, where the property 
is, and how much poorer he would 
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be without it. Many business men 
do not have a real idea as to what 
they own and will appreciate the 
advice of an informed insurance 
agent. Assist your client and he will 
regard you well. Always deal with 
your client in such a way that your 
advice will result in a net economic 
advantage to himself and his asso 
ciates. The agent should be alert to 
any changing rates and always figure 
in the client’s interest. Clients should 
be contacted periodically to discover 
any additional requirements or 
changes in their insurance program. 
Extra service should be applied 
whenever the sales potential war- 
rants it. The agent sells in an atmos- 
phere where customers are more 
profit-conscious, more _ cautious, 
prone to examine values more care- 
fully and ever alert to cut costs. In 
short the agent must be an insurance 
manager for his client at all times. 
His clients will feel that in such an 
agent there is power and depth and 
that they can depend on him. They 
will see in such an agent a person 
who likes his work and gives to it, 
and is usually happy and well ad- 
justed in other areas of his life. 


Competition 


The four items of importance for 
any insurance agency are: (1) to 
select the right personnel, (2) to 
train the personnel, (3) to provide 
for them all automation possible, in 
order for them (4) to participate in 
the marketing strategy for today. Ac- 
cepted operating concepts, which 
were sound yesterday, may be un- 
sound today. Agents can make a 
good living through their agency ac- 
tivity if they follow the rules required 
for a modern insurance agency. Their 
function must be to serve the public, 
and the public will support them. 
The future of the American Agency 
System is in their hands, They can- 
not take the old world for granted. 
The past is going fast. If there is one 
thing we can predict, it is change. 
Only high performance is acceptable. 
Consistently poor or mediocre per- 
formance cannot be condoned, let 
alone rewarded. The American 
Agency System must be highly ef- 
ficient. Remember, professional 
agents must produce the business on 
a competitive basis. Forecasts of 
economic growth in the next decade 
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are abundant and invariably encour- 
aging. There is no doubt that the 
growth prospects provide exceptional 
marketing opportunities for those or- 
ganizations which have prepared or 
are preparing to grasp them. The 
future is a challenge to the insurance 
agent in the American Agency Sys- 
tem who has instituted a program of 
leadership. The future insurance 
agent should be trained in the appli 
cation of the four concepts just dis- 


cussed. They may well be the under- 
lying principles of his success. 


HEALTH COVERAGE 


In 1940 NINE PERCENT of the U. S. 
civilian population were protected 
by some form of health insurance 
while at the beginning of the year 
73 percent of Americans were so cov- 
ered, according to the Health Insur 
ance Institute. 
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to settle outstanding problems since 
so many companies are gathered to- 
get -r in one place. Mr. T. B. 
310wn, Jr., vice president of the 
American Foreign Insurance Associ- 
ation, describes the purpose of the 
meeting very well as follows: 
“Reinsurance requires a considerable 
degree of personal contact. For 
someone like myself, and this must 
apply to many colleagues in other 
countries, it is impossible to visit fre- 
quently the 308 companies in the 44 
countries where we maintain treaty 
relations. Also bear in mind the ex- 
pense that would be incurred, which 
today, with increasing loss ratios, is 
a factor that is very pertinent and 
of concern to many of us. Of first 
importance, therefore, are the per- 
sonal meetings with our friends from 
all over the world to exchange views 
and settle any outstanding matters 
which can be done so much better by 
personal contact than by correspond- 
ence. 

“We are all seeking new sources 
of income, and in this respect too 
the new contacts made are of great 
importance. Again, it is not the new 
business negotiated on the spot but 
the contacts and introductions which 
later lead to new sources of income. 

“In recent years companies in the 
United States have been increasingly 
approached for overseas reinsurance 
coverage and much of the business 
offered emanates from the European 
markets. Such markets each have 
their own peculiarities, and since 
underwriting results are often a mat- 
ter of speculation, first-hand knowl- 
edge is essential. For this reason 
alone representatives of United 
States companies interested in over- 
seas reinsurance will find the Sep- 
tember Meeting of great value.” 

Mr. Andre Roux (president and 
general director of the Compagnie 
D’Assurances Generales Contre Les 
Accidents, Paris) is the guiding hand 
behind the September Rendez-vous. 
Without appearing to do so he com- 
municates his enthusiasm for his 
work to all attending the meeting. 
Ably assisted by Mr. Jacques V. 
Papon, of the same company, he 
takes care to see that the September 
Rendez-vous is kept on an informal 
basis. 

The Rendez-vous is directed by a 
Direction Committee which includes 
Mr. James O. Nichols, president of 
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the American Foreign Insurance As- 
sociation. The other ancuunai of the 
committee are as follows 

Austria: Mr. Gustav Schmidt- Birk- 
heim, general manager of the Wiener 
Allianz Versicherungs Gesellschaft 2 
of Vienna. 

3elgium: Mr. Georges Martin, gen- 
eral director of the La Royal Belge 
of Brussels. 

Denmark: Mr. L. Koefoed, general 
director of the Aktieselskabet of Co- 
penhagen. 

England: Mr. C. C. Calburn, general 
director of the Mercantile & General 
Reinsurance Co., Ltd. of London. 
France: Mr. Andre Roux, president 
and general director of the Compag- 
nie D’Assurances Generales Contre 
Les Accidents of Paris. 

Germany: Mr. W. Labes, general 
director of the Kolnische Ruckver- 
sicherungs Gesellschaft of Cologne. 
Holland: Mr. F. C. D. M. Rauwen- 
hoff, director of the Universeele Re- 
assurantien Maatschappij of Am- 
sterdam. 

Italy: Prof. Bruno de Mori, general 
director of the Unione Italiana di 
Riassicurazioni of Rome. 

Norway: Mr. Per M. Hansson, gen- 
eral director of the Storebrand In- 
surance Company, Ltd. of Oslo. 
Portugal: Visconde de Botelho, gen- 
eral director of the Gremio Portu- 
gues of Lisbon. 

Spain: Mr. Louis Hermida, general 
director of the La Union Y El Fenix 
Espanol of Madrid. 

Sweden: Mr. M. Calderen, general 
director of the Skandia Reinsurance 
Company. 

Switzerland: Dr. Hanz Grieshaber, 
general director of the Union, So- 
ciete de Reassurances of Zurich. 

At the Rendez-vous, Mr. Georges 
Martin of the La Royal Belge, Bel- 
gium, gave an interesting talk on in- 
surance and reinsurance in Belgium. 
Mr. Jose M. Sunyer, general direc- 
tor of the La Nacional De Seguros, 
spoke on the problems of insurance 
and reinsurance in Spain. 

The next Rendez-vous will be 
held in Monte Carlo from Septem- 
ber 10 to September 15, 1962. In- 
dividuals desiring to attend may 
make arrangements by writing to the 
Bureau of Tourism, Monte Carlo, 
Monaco. Hotel reservations should 
be made well in advance either 
through the bureau or directly with 
the hotel. 
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New ENGLAND 
REINSURANCE CORPORATION 


60 Batterymarch St., Boston 10, Mass. 
Telephone: HAncock 6-5180 


ELLIS H. CARSON GRAVES D. HEWITT ALLEN J. HINKELMAN 
President Executive Vice-President Secretary 


NERCO, employing only U.S. domestic 
capacity, specializes in reinsurance on a 


multiple-line basis as Underwriting Man- 
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agers for a number of leading companies 


currently including — 


American Employers’ Insurance Company 
Boston Insurance Company 
National Union Fire Insurance Company 


The Phoenix Insurance Company 
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Plymouth Reinsurance Company 
Seaboard Surety Company 


Springfield Insurance Company 
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“Insurance selling is much 
like golf...” 


Says James L. Paxton, Vice President, 
Paxton Agency, Inc., Zion, Illinois 
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. . and all three ‘pros’ in our agency 
learned the fundamentals at Attna Casualty’s 


Home Office Sales Course.” 


“In insurance as in golf you have to learn the fundamentals thoroughly as 
a vital step toward earning the right to call yourself a true professional. 
That’s why each time we add a new man to our agency, we think it’s a ‘must’ 
for him to attend Atna Casualty’s Home Office Sales Course. 

“The Sales Course,” Mr. Paxton reports, “gives a man the kind of practi- 
cal knowledge which makes for confidence and poise when he finally gets set 
to tee off in one of the country’s most highly competitive fields. 

“Speaking for myself, the Course gave me more insurance knowledge 
and selling know-how in five weeks than I could have gained in ten years! 
With three graduates now in our ranks,” concludes Mr. Paxton, “there is 
no doubt that AStna Casualty’s Sales Course has been a real factor in the 
sound, steady growth of the Paxton Agency.” 

Can your agency profit by taking on a new man .. . and sending him to 
7®tna Casualty’s Home Office Sales Course? During five weeks of concen- 
trated and rewarding study, he’ll acquire the knowledge, sales techniques 
and self-confidence necessary to become a professional in the full sense of 
the word. For full details, contact your nearest AStna Casualty Office. 


Agency Building Is Our Business 


AETNA CASUALTY 


Quality INSURANCE for individual, family, business, home and other possessions 


Ztna Casualty and Surety Company ¢ Hartford 15, Conn. © Affiliated with tna Life Insurance Company ©¢ Standard Fire Insurance Company  @ The Excelsior Life, Canada 
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Overinsurance 


ROBERT W. STRAIN, CLU, CPCU 
Executive Secretary 
National Association of Insurance 
Agents 


LMOST ALL LINES of insurance 
p , Secetiowet that the insured 
suffering a loss should be paid from 
the group insurance fund only for 
his losses, or only for less than he 
lost, depending on his coverage. Ac- 
cordingly, it is not at all contem- 
plated that an insured should receive 
from the group insurance fund an 
amount over and above his actual 
financial loss. Abuses do occur, how- 
ever, and in almost all lines there 
are protective measures used to pre- 
vent the individual from taking ad- 
vantage of the group. In health in- 
surance, unhappily, this practice is 
both legitimate and legal, permit- 
ting an over-insured to profit from 
his poor health. 

The purpose of this paper is to 
consider health overinsurance, and 
I shall touch briefly on the definition 
of that term, the problem itself, the 
parties affected by the condition, 
shortcomings in allowing the prob- 
lem to continue, the severity with 
which overinsurance exists, some 
difficulties of solution, and possible 
solutions which may have some merit 
as thought-provoking devices. My 
remarks are not intended to be ex- 
haustive, and this short paper should 
not be expected to resolve the situa- 
tion, On the other hand, if anything 
here arouses the desire to assist in 
bringing about a solution, then all 
of the parties affected will have bene- 


fited. 


In Excess of Loss 


Health overinsurance can be de- 
fined as “recovery from health in- 
surance of an amount in excess of 
that lost from illness or accident.” 
The terms “other insurance,” “addi- 
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insurance,” “double insur- 
and “overinsurance” are fre- 
quently used interchangeably. Al- 
though these terms have virtually 
the same meaning, the term “over- 
insurance” in a more particular 
sense refers to the excess of proceeds 
over loss. 


tional 
ance,” 


If it can be said that the over- 
insured recovers more than he lost, 
then at whose expense does he 
profit? He profits at the expense of 
all policyholders contributing to the 
group insurance fund from which 
losses are paid. Moreover, the trend 
in the courts is toward more liberal 
interpretation of insurance contracts. 
This liberality results, in cases of 
overinsurance at least, in the in- 
creased profiting from poor health 
on the part of overinsureds and at 
the expense of all policyholders in 
that particular group. Little or no 
importance appears to be attached 
to the possibility that an insured 
may acquire insurance for purely 
speculative purposes. Obviously, if 
this trend continues, there will con- 
tinue to be a constant and substan- 
tial increase in the cost of all forms 
of health insurance. 


i 


“Benefits above actual loss” 


The ownership of multiple policies 
does not necessarily create overin- 
surance, for an insured can still be 
underinsured as to a particular loss. 
Multiple policies may, and do, serve 
distinct needs and exist in many 
situations. One of these is that indi- 
viduals frequently are covered under 
group contracts at their place of em- 
ployment and yet maintain individual 
policies as well. Either or both may 
cover additional members of an em- 
ployee’s family. A second situation 
is that caused by several policies 
providing coverage for a wife and 
husband, both working, both of 
whom are covered under a group 
contract with their respective em- 
ployers. In addition, either or both 
the wife and husband may have in- 
dividual policies. Still a third situ- 
ation is that multiple policies may be 
needed to pay today’s health insur- 
ance costs .because of inflationary 
increases in prices in recent years. 


Inadequate Limits 


Old policies are frequently kept 
long after their limits become inade- 
quate. As needs increase and as 
original limits become inadequate, 
new policies may be added, which 
again creates a multiple policy situ- 
ation. If this is done merely to 
acquire sufficient coverage, no over- 
insurance will exist. Also, the grad- 
ual exposure of the public to health 
insurance salesmen over the years 
accounts for some accumulation of 
additional policies. Suffice it to say, 
then, the ownership of multiple 
policies alone is not detrimental. In- 
stead, the unfairness arises when 
the ownership of multiple policies 
permits the overinsured to profit at 
the expense of other insureds in the 
group, over and above losses in- 
curred by that overinsured claimant. 

What, then, is all the concern to 
the various parties affected in this 

(Continued on the next page) 
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Overinsurance—Continued 


relationship? Let us view them from 
a standpoint of the public, the in- 
surance industry, and the people 
furnishing medical facilities. The 
first party, the public, can be sub- 
divided into four types: overinsured 
claimants, overinsured individuals 
but not claimants, underinsured 
claimants, and underinsured individ- 
uals but not claimants. 
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The overinsured claimants re- 
ceive proceeds in excess of their 
losses, and these recipients can not 
be expected to complain of the situ- 
ation of unfairness, since they are 
reaping the benefit. Examples 
abound to illustrate such claimants. 
A comparatively recent issue of the 
Wall Street Journal! told of a sales- 
man in Dallas who pocketed $180 
during a four-day stretch without 
making a single sale. The dollars 
were tax-free, and the salesman did 
not have to work for them. Yet he 
was highly disappointed, the article 
related, for he had hoped to make 
more than $1,200 merely by being 
sick. That same newspaper reported 
an imaginative family from Newark 
which faired considerably better— 
its three members netting as much 
as $10,000 a month for a time 
merely by stating they felt too ill to 
work, 

The company involved in this lat- 
ter instance indicated discovering 
the situation by accident when the 
family used different names to get 
more than one policy each from the 
company and was doing the same 
thing with several other insurance 
companies. It seemed that the family 
were chronic letter writers and were 
always trying to rush claim pay- 
ments. Apparently, when they 
wanted to emphasize a point, they 
would shift the typewriter to the red 
ribbon, and the company noticed it 
was receiving different letters with 
a lot in common. All this merely in- 
dicates that the imagination of such 
overinsured claimants who wish to 
take advantage of the group insur- 
ance fund has no limits. 

The overinsured individuals who 
do not become claimants may search 
for ways in which to produce a loss 
in order to make a profit. 


Underinsured Claimants 


The third segment of the public, 
the underinsured claimants, paid 
rates higher than would be necessary 
if the overinsured claimants in their 
group were not profiting at their ex- 
pense. One could even speculate as 
to whether the lowering of their 
rates would free them to buy addi- 
tional insurance. 


1 Maxwell, Neil, “Profitable Ailments—Health 
Insurers Fight Trend Toward Buying of Du- 
plicate Coverage,” March 16, 1961, p. 1. 


Lastly, the underinsured individ- 
uals who are not claimants represent 
the mass of our citizens. They con- 
stantly feel the squeeze of inflation 
on their pocketbooks and continually 


look for ways in which they can 


economize, They are not averse to 
cancelling their policies when the 
price pressures become unbearable. 
It is this group that will continue to 
be affected adversely as rates con- 
tinue to rise. This we must admit if 
we assume a continuation of the 
overinsurance problem with all other 
things unchanged. The more serious 
the overinsurance problem, the more 
attractive the proposals from Wash- 
ington to “let George do it” by way 
of government-managed health in- 
surance. This should be incentive 
enough for those in the insurance in- 
dustry with vision to think and act 
in a statesmanlike manner while 
time is available. 


Two Criteria 


Traditionally, the government has 
taken over those functions which 
meet at least two criteria: services 
necessary to society, and services 
which private enterprise cannot or 
will not offer our citizens. Some will 
even say that political expediency 
should be added as a third criterion. 
One must admit that health insur- 
ance is a necessary service in today’s 
money economy and that it satisfies 
the first criterion. It also has con- 
siderable appeal to the masses, as 
witness the growth of government- 
sponsored plans in the past twenty- 
five years. Only the third criterion 
remains: ability or willingness of 
private enterprise to meet the needs 
of the day. 

Aside from the first party affected 
then, the public, the second party, 
the insurance industry, has the most 
to gain through solving the problem. 
In prior years many companies had 
proration clauses in their policies 
providing that if a policyholder had 
two or more policies, the insurers 
would jointly contribute to the actual 
losses sustained, and no more. How- 
ever, increased competition led to the 
dropping of this provision by com- 
panies which wished to tell their 
prospects that “we pay in addition 
to any other benefits you may have.” 
This in itself created somewhat of a 
profit incentive for those insureds 
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so inclined. There are many who 
feel that this degree of competition 
exceeds that which is in the public 
interest and should be controlled. 
The best regulation comes from self 
control, however, and it is hoped 
that industry leaders will bring 
about a remedy from within the busi- 
ness. 

All of this is not a condemnation 
of the entire industry, for when one 
company innovates, its competitors 
have little choice: either innovate 
and change similarly and try to re- 
tain a position in the market, or else 
suffer the consequences and allow 
the innovator to reduce their market. 
It is a criticism instead of the run- 
away effects of such a competitive 
practice as permitting overinsurance. 
One can always observe that inno- 
vations which appear potentially 
successful in terms of competitive 
practice will always be followed by 
other firms. Innovations which do 
not give that appearance will not be 
followed by the mass of companies. 
Since overinsurance is somewhat 
like inflation in that its harmful ef- 
fects are not so direct and apparent 
as today’s weather conditions, for 
example, it is easy for one to close 
his eyes and “let well enough alone.” 
A bit of reflection, however, will 
show the thinking man the fallacy in 
this complacency. 

Increasing health insurance rates 
have merely aggravated this prob- 
lem and render competition with 
non-insurance products more diffi- 
cult. This appears true, for non- 
insurance products become more 
tempting to consumers in times of 
prosperity when insureds have in- 
creased pressures applied to them 
from increased advertising budgets 
of large corporations. 


The Medical Profession 


The third party affected by the 
problem, those furnishing medical 
facilities to our society, is perhaps 
not so seriously aware of the prob- 
lem as are the first two parties, since 
costs incurred are being paid by the 
insurers. However, with physicians 
in short supply, increased usage of 
their services for less-than-urgent 
needs causes a reduction in the 
amount of time which could be spent 
with other more seriously ill and 
injured patients. Our medical schools 
admit they are not producing the 

(Continued on page 68) 





UNI IMmED, 


In 1917 a Royal-Globe company had the vision to design and write 
America’s first aviation physical damage policy. 


With today’s U. S. civilian market comprising 111,580 aircraft, 
6,881 airports and 758,368 licensed pilots, Royal-Globe continues 
to lead, as an independent aviation underwriter specializing in 
industrial, business and pleasure aircraft. 


Royal-Globe has aviation special representatives spotted through- 
out the United States, ready to help Royal-Globe agents solicit and 
write aviation insurance. 
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FACTS THE EXCITING 


FACT 1—Lark’s wheelbase is a 
comfortable 113”. Pioneered by Lark 
for fleet use 4 years ago (but only 
now being adapted by competition), 
the medium wheelbase is consider- 
ably longer than the little compacts’ 
and assures a better ride on any sur- 
face, plus the “solid” feel so impor- 
tant to the driver. 


«/ LOWEST-PRICED OF THE 


“NEW-SIZE” CARS 


o/ MORE LEGROOM THAN ANY 


CAR PRICED UNDER $5,000 


«/ OPERATING ECONOMY PROVED 


IN OVER 1,000 FLEETS 


o/ ENDURANCE-BUILT 


BY STUDEBAKER 
FOR YEARS OF SERVICE 


FACT 2-tark’s over-all length is 
a sensible 188”. Compared to other 
“new-size” cars, which measure up- 
wards of 196” over-all, ’62 Lark’s 
almost total absence of deadweight 
overhang is an important economy 
factor. Relatively short length also 
guarantees easy parking and space- 
saving storage and shop room. 


FACT 3-tark’s front headroom is 
36”. Front legroom 43.5”. This means 
more comfort for driver and one or 
two front passengers. Wide front 
doors have no big, knee-knocking 
doglegs; they do have flush floors (no 
wells); a man can get in and out of a 
’62 Lark without knocking his hat, trip- 
ping or skinning his shins. 


There are many other Fleet-size ’62 Lark facts that you, as a fleet operator, 
should know. These include Lark’s new and more efficient rust-proofing, 
its 12 new noise-suppressors, exclusive front—and rear—standard seat 
belt anchorages and other Lark economy, safety and comfort advances. 
You should also know about the fleet records Lark has made in economy, 
long life, high trade-in value, low maintenance costs and freedom from 
frequent repair and adjustment necessity. 

For complete information, specifications, a full list of available options | 
and a report on Lark’s suitability for your particular type of fleet or fleets, | 
fill out, clip and mail the coupon. When you balance your books, you might 


be very glad that you did! 





























NEW 62 FLEET. SIZE LARK 


FACT 4- ark’s rear legroom is 
49”. Only the biggest cars, like Cadil- 
lac, have more rear legroom than 
Lark. Rear seat passengers can 
stretch their legs and really relax. 
Same flush floors and wide doors as 
up front, make getting in and out easy. 
Redesigned trunk roomier than ever, 
has low-cut opening for easy loading. 


NEW 62 ARK 


FACT 5-—tark’s new ladder-type 
frame is 20°%/s stronger. Rigidly bolted 
to the heavy gauge steel frame is 
Lark’s solid, welded steel body. This 
construction is the safest known and 
the easiest, fastest and least costly 
to repair after crash damage. Bolted- 
on fenders, easy to replace—an un- 
skilled laborer can do it in minutes. 


FACT 6- ark offers widest power 
choices. Lark’s standard Six is 112 
HP. You also have 4 choices of V-8 
engines, from 180 to 225 HP. Four 
transmissions — including gas-saving 
overdrive — and six rear axle ratio 
choices (the latter at no extra cost), 
make it possible to power-match the 
62 Lark to every specific fleet need. 


GET THIS VALUABLE INFORMATION RIGHT NOW! 


Send me all the data on the ’62 Fleet-size LARK and your special Report on its 


particular suitability for my usage in fleet operation. 


Name_ 


LS 


Company 
Address. 
City 


Zone___ State 


Please check the following: Type of business. Public utility [) Taxicab 0) Rental 
and/or lease [] General business [} Oil industry () Municipal () State [] 
Federal Gov’t.[] Police or patrol () Number of units in fleet... 


Mail your coupon to: Mr. A. E. Fitzpatrick, Mgr. of Fleet Sales, Studebaker, South 
Bend 27, Indiana. BiI—10-62-1 


STUDEBAKER 


Maker of America’s best-built cars and trucks 








UW : @ For the first time, AS/PN lets you choose the side of the 


collection coin you desire. Now, when you sell the new Paramount competitively-priced Auto Policy, you can 
collect the premiums yourself and bill the renewals yourself...or AS/PN will do it for you. Either way, you 
control the renewals. And incidentally, when you sell a policy you remit only the NET premium. Why not see 


ie Op 


an AS/PN man soon —and choose a plan! 


AMERICAN SURETY /PACIFIC NATIONAL FIRE INSURANCE COMPANY 
Administrative Offices: 00 Broadway, New York 5, New York 


APPROVED IN MOST STATES 
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DATA INTEGRATOR 


This Data Integrator that produces for 
automatic business machines, tabulators 
and computers a “common language” per- 
forated tape which sequentially combines 
fixed data, variable data, identification 
data, and time and count data is now 
available from American Data Machines, 
Inc. Modular in design, the Data Inte- 
grator can be stepped up or down in 
capacity to meet varying input needs by 
adding or subtracting components, and it 
is simple enough to be operated by un- 
trained personnel. The operator's key 
entry task is reduced to a maximum of 
20% of the total data handled. All identifi- 
cation and fixed data are entered auto- 
matically. The unit can be used with any 
standard data processing equipment, and 
will accept any existing punched cards. 
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NEW DRAWER FILE 


A new concept, side opening, 
bearing suspension drawer file in cor- 
respondence and legal size to replace 
both the ordinary drawer file cabinet and 
shelf files, has been announced by 
Wheeldex & Simpla Products, Inc. As the 
photo shows, this all-new product, named 
“Shelvadrawer,” simultaneously serves the 
dual functions of drawer file, “drop filing” 
and side access “shelf filing.” 


ball 


BUDGET COPIER 


Weighing only 12 pounds, 
Transferon 9 Convenience Copier should 
bring cost savings advantages to even 


the new 


one-man offices. Manufactured by Ozalid 
Division, General Aniline and Film Corpora- 
tion. The unit is reported to yield the same 
top quality copies as higher priced units; 
sharp black-on-white photographic quality 
reproductions of originals up to 9 inches 
wide. For larger offices, the Transferon 9 
is recommended for use in every depart- 
ment giving the convenience of on-the-spot 
copies and thus eliminating trips to central 
reproduction departments. 

The budget machine reproduces every 
color whether pen, pencil, ballpoint, typed, 
printed or stamped from originals on any 
kind of paper, film, or cloth. 


POCKET TAPE RECORDER 


A new, “pocket-size” tape recorder with 
a full line of accessories has been intro- 
duced by Matthew Stuart & Co., Inc. 
Called the Phono-Trix "88", it is said to 
be the first popular-priced, precision mini- 
ature tape recorder available in the United 
States. The new miniature recorder weighs 
only 2% pounds, including batteries, and 
measures a scant 1%” x 4%” x 7%”. It 
is fully transistorized and operates either 
on batteries or A. C. 

Offered as standard equipment is a 
hand microphone with duplicate start/stop 
controls for remote operation. A complete 
line of accessories is available. 


This electric typewriter without type bars 
or a movable carriage was announced 
recently by I.B.M. Called the IBM “Selec- 
tric,” it types by means of a single sphere- 
shaped element bearing all alphabetic 
characters, numbers and punctuation sym- 
bols, thus eliminating the need for type 
bars. 

Typing on the conventional keyboard 
moves the sphere-shaped element from 
left to right on its carrier across the paper 
as it selects and types the desired char- 
acter or symbol. The motion of the element 
eliminates the need for a movable car- 
riage. 

If two characters are struck nearly 
simultaneously, only the first is typed, 
while the system automatically stores the 
other for a split second, and then types 
it immediately. A flexibility of type styles 
is offered as the sphere-shaped element 
may be removed by the typist and re- 
placed with another type style in a matter 
of seconds. 


Best’s Fire and Casualty News 








AST YEAR, a large insurance com- 

pany served a record 637,000 
meals that cost its approximately 
2,100 home office employees 15 cents 
per meal. The meals were varied, 
tasty and nutritionally balanced, de- 
spite the fact that the cafeteria is 
company operated on a non-profit 
basis. The recipe used by the In- 
surance Company of North America 
to provide its home office employees 
with a full-course meal for the price 
of a cup of coffee calls for imagina- 
tion, efficiency and economy. Such 
table fare would ordinarily cost INA 
employees a great deal more than 
the token contribution of $3.00 a 


Frank J. McNamara, manager of INA's food 
operation, phones in order to Colonial Beef 
Company for supply of portion cut meats. 
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Insurance Company of North America's special dining ro om in which both junior and senior executives dine daily. 


Non-profit 
Cafeteria 


month the employee pays for cafe- 
teria privileges. 

The big financial contribution 
which makes the 15 cent meals possi- 
ble is made by INA as an employee 
fringe benefit. However, even this 
form of altruism could become too 
costly were it not for the fact that 
the cafeteria is economically and ef- 
ficiently operated. “You have to 
know what you are doing in an op- 
eration like this,” says Frank J. Mc- 
Namara, food director for INA. 
“If we didn’t get the maximum ef- 
ficiency and benefit out of every- 
thing we do, the cafeteria operation 
could become a ruinously costly busi- 
ness.” 


Economy is the Key 


Under his direction for the past 
20 years, the INA cafeteria opera- 
tion has become exemplary. Al- 
though no expense has been spared 
by the company to give its employees 
one of the most modern, pleasing 
food operations of its kind in the 
country, each step has been taken 

(Continued on page 42) 


On-premise butchers are not needed, since 
removing the wrappers is all the “work” 
required when portion cut meats are utilized. 


Employees move quickly through the line at 
the INA cafeteria. Employees pass through 
line at the rate of 200 every 15 minutes. 
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For Your Fire & Casualty Insurance Application, Look 


ee mera 



































to the Computer that is working...proved...available! 


MORE 
PROFIT 
PER 
POLICY... 


with low-cost GE 225 Information Processing System 


The fire and casualty insurance industry is finding man analyze fully all the requirements of your appli- 
the answer to the squeeze of rising costs in electronic cation. He'll gladly give you the facts and the figures 
processing equipment. If you are presently giving you're looking for, and explain them in language you 
priority to your search for the electronic data process- understand, rather than in confusing computer talk. 
ing system which can fill the bill with reliability and 

greater productivity at decided savings in cost, make Or, if you prefer for now, we'll gladly send you our 
a note to look into the GE 225. Place a call, today, to latest bulletin on the GE 225 Information Processing 
the General Electric Computer District Office that’s System. Write for Brochure CPB-101B, General 
nearest you. You'll find a ready response by a man of Electric Company, Computer Department, Section 
more than usual competence in his field, and with 101YF9, Phoenix, Arizona, or see your nearest Dis- 
more than the usual insight into your needs. Let this trict Office listed below. 


Atlanta: 270 Peachtree St. N.W., 522-1611 © Boston: 140 Federal St., HU 2-1800, Ext. 311 © Chicago: 120 S. La Salle St., 782-5061 © 
Cleveland: Williamson Bldg., 215 Euclid Ave., SU 1-6822 * Dallas: 3200 Maple Ave., Ri 8-0589 * Denver: 201 University Blvd., DUdley 
8-4545 * Detroit: 680 Antoinette St., TR 2-2600 * Houston: 4219 Richmond Ave., MO 7-3301 * Kansas City, Mo.: 106 W. 14th St., GR 1-2919 
or GR 1-2920 © Los Angeles: 1010 S. Flower St., DU 1-3641 © Louisville: Bldg. 6, Appliance Pk., GL 4-7511 © Minneapolis: Plymouth Bidg., 
6th & Hennepin, FE 2-7569 * New York: 122 E. 42nd St., PL 1-1311, Ext. 3205 © Philadelphia: 3 Penn Center Plaza, LO 8-1800 * Phoenix: 
Guaranty Bank Bidg., 3550 N. Central Ave., AM 4-3741-2 © Pittsburgh: 1634 Oliver Bldg., Mellon Sq., AT 1-6400, Ext. 566 © San Francisco: 
The Russ Bldg., 235 Montgomery St., DO 2-3740 © Schenectady: Bidg. 2, 1 River Rd., FR 4-2211, Ext. 5-4405 © Seattle: Dexter Horton Bidg., 
710 Second Ave., MA 4-8300 © St. Louis: Paul Brown Blidg., 818 Olive St., GE 6-4343 * Syracuse: 1010 James St., GR 6-4411, Ext. 6141 or 6142 
* Washington, D.C. Area: 7401 Wisconsin Ave., Suite 514, Bethesda, Md., OL 2-8100 © In Canada: Canadian General Electric Co., Ltd., 
Electronic Equipment and Tube Dept., 830 Lansdowne Ave., Toronto, Ontario, Can- 

ada. Outside U.S.A. and Canada: Producer Goods Export Department, International & / pong 
General Electric Company Division, 150 E. 42nd St., New York City, N.Y., U.S.A 





Progress /s Our Most Important Product 
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BUSINESS 
GIFTS 


REATHES there a man with soul 
io dead who has never to him- 
self said “Scrooge was right’ about 
Christmas time? For businessmen 
in this “Bah, humbug” category, the 
season brings a special burden. Year- 
end inventories must be organized 
contracts written—schedules of 
work completed for the coming 12 
months. At precisely the same time, 
the whole office force is swept into a 
holiday mood—people want time off 
for Christmas shopping or a trek 
back home to visit the folks—and 
staff parties tear workdays in half 
with gay abandon. 

As if this weren’t enough to fraz- 
zle any executive’s nerves, it’s also 
time to give thought to the annual 
headache no pill can relieve—the 


business of giving gifts! There 
isn’t any escape. It’s something that 
has to be done, like seeing your den- 
tist twice a year. Worse—for no 
amount of excuses will win you par- 
don for forgetting. 

Take heart! The seasonal chore 
can be transformed as thoroughly as 
was Scrooge’s conscience—by fol- 
lowing a few practical guide rules. 
Whether the gifts are for inside or 
outside your own office, it’s wise 
to keep a list from year to year, in 


separate categories by company 














name, department or plant. If three 
men in one department are on your 
list, for example, you might prefer 
choosing something different for 
each one—and you won’t want to 
repeat the identical gift in succeeding 
years. 


Gift Selection 


Exactly what to get can be a ma- 
jor problem. Some men have the 
knack of remembering their associ- 
ates’ favorite type of reading, smoke 
or liquor. A gift subscription to a 
special hobby magazine—piece of 
needed sports equipment—or gour- 
met treat will be warmly received 
if you know it’s just what the recipi- 
ent wants. 

Will the gift be strictly for office 
use? A good frame for a desk photo 
of your associate’s family—or a 
meaningful piece of sculpture might 
be useful and decorative. If you're 
sending a gift to “Mr. and Mrs.” at 
home—the choice becomes more dif- 
ficult, unless you’ve visited there 
and know something about the lady’s 
taste and color schemes. 

A new technique which brings 
seasonal relief to business gift buyers 
is a plan whereby the recipient se- 
lects his own gift from a group— 
and in a price range—indicated by 
the giver. Besides saving shopping 
time and the risk of buying some- 
thing useless, a plan like the Gift- 
Bookard method masks the price of 

(Continued on page 42) 
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overworking overtime? 


time to call KELLY GIRL® for 
temporary help How much help do you need to get out a 


mailing—handle a sudden rush of claims—keep the office work of an 
agency in order? Kelly Girl Service is in business to help you handle 
special work problems like these. You buy only as much help from us 
as you need. You pay us for office production, and that’s all. No full-time 
pay for part-time work. No hiring expense. No training costs. We take 
care of the red tape ... and the work. Our employees are tested and 
screened in all office skills. Our service is bonded, insured, 100% guar- 


anteed. Our 140 offices have served forty-nine of the nation’s fifty largest 


insurance firms. Need help? Get 
the Kelly Girl habit. Call now. KE LLY 
| SERVICE.INC. | 





Cafeteria—from page 37 


with economy in mind. The large, 
gleaming kitchen of INA’s principal 
cafeteria, for example, contains 
equipment and processes that are up- 
to-the-minute. Yet each has been 
selected for the convenience and 
economy it affords. Everything in 
the kitchen is on wheels to save the 
time lost in pulling and hauling. 
Dishes and utensils are speedily 
washed in a battery of automatic 
dishwashers. Recently, McNamara 
installed an automatic silverware 
sterilizer. 

One of the most noticeable roles 
missing in the kitchen operations at 
INA is that of the butcher or meat 
handler. For the past 15 years, the 
cafeteria has used portion cut meat 
products. According to McNamara, 
it is one of the most important single 
factors in producing an economy of 
operation. “It helps us tremendously. 
Like all food operations, our big 
item is meat. Portion cut meat 
products, which we get from the Co- 
lonial Beef Company, Philadelphia, 
enable us to serve the best in meats 
at a much more favorable cost. Cost 
per portion, with its saving in labor, 
time and convenience, helps us to 
run the cafeteria much more eco- 
nomically than if we were to buy 
meat by the pound and handle it 
ourselves.” 

Working closely with McNamara, 
Louis E. Waxman, president of Co- 
lonial has perfected a wide range of 
portion cut meat products such as 
chopped sirloin steaks, veal cutlets, 
veal chops, pork chops, shoulder 
lamb chops, etc. that are used in 
INA’s menus. 


Less Labor 


“The first benefit of portion cut 
meats is that it reduces your labor 
costs,’ says McNamara. “The big 
problem in any food operation today 
is this factor. At INA, this is no 
problem since we don’t need butch- 
ers or meat handlers. The cuts are 
exactly what we want. No handling 
is necessary other than to remove 
the meat from the freezer, take off 
the wrappers, and cook it.” 

Another benefit of buying portion 
cut meats is that McNamara knows 
exactly what he is getting and that 
each portion will be uniform. “When 
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you cut the meat yourself, no two 
pieces, it seems, are the same. If 
you have a table of four people, one 
is sure to notice that his neighbor’s 
meat portion is larger. This gives 
rise to dissatisfaction. The Colonial 
people have the time and facilities 
to produce portions exactly the same 
size and quality. We don’t worry 
about a thing.” 

Of the 21 menus that McNamara 
has worked up for INA, some in- 
clude fish. These, too, are purchased 
on a portion basis. Approximately 
50 per cent of the foodstuffs used 
by the cafeteria are frozen and a 
great many of these items in frozen 
foods are portion control meats and 
fish. 


Bulk Preparation 


Operation of the Philadelphia 
main office cafeteria kitchen starts 
at 7 A. M. when kitchen staffers be- 
gin making salads, soups and des- 
serts. Most of the kitchen foods are 
prepared in bulk to be made into 
individualized portions by the girls 
at the steam tables on the cafeteria 
side. The cafeteria seats 500 and 
has four serving lines. 

Lunch periods begin at 11 A. M. 
and from then on employees pass 
through at the rate of 200 every 15 
minutes until the final seating at 
1 P.M. During this time, McNa- 
mara and his staff of 81 in Phila- 
delphia function like a precise ma- 
chine. Each meal served is a full] 
course one consisting of soup or fruit 
juice ; choice of meat and two vege- 
tables or a vegetable platter; salad; 
coffee, tea or milk; and a dessert. 
The girls at the steam table make a 
few desserts—such as puddings, but 
all the rest are purchased ready- 
made. 

Despite the overall efficiency and 
briskness of the I.N.A. cafeteria, it 
has a pleasing, home-like atmos- 
phere. This is principally due to 
“Mr. Mack,’ as McNamara is 
known by his employees. The girls 
have hung bright, cheerful chintz 
curtains at the windows and have 
ringed the entire cafeteria with a 
dazzling display of live African vio- 
lets and other plants. “We don’t do 
anything around here until we’ve 
watered the violets,”” McNamara de- 
clares, with a wink at his “girls.” 


Business Gifts—from page 40 


your gift! Much more subtle than 
the old gift certificate for solving 
shopping problems. 

What you do is send a beautifully 
illustrated booklet to an associate, 
picturing in full color 20 to 24 of the 
most popular gift items throughout 
the nation. He picks what he wants, 
notes his choice on an order cer- 
tificate and mails it to the company 
handling shipment—in this case, 
Automated Gift Plan, Inc. From 
the moment you address the booklet 
envelope, your part of the chore is 
finished! All that remains is for 
the recipient to accept his choice of 
a gift by mail—and thank you for 
your thoughtfulness. 

In one way, at least, you’re bound 
to save money by this operation. 
Since the Gift-Bookards are avail- 
able in eight different price ranges, 
you can’t possibly exceed your gift 
budget! Friends can’t snoop about 
the price, either—as they often do 
when a package bears a store’s la- 
bel. 

But if you’re a die-hard, do-it- 
yourself man, read on. Once your 
carefully designed gift list is pre- 
pared, your wife or secretary might 
be persuaded to do the leg-work of 
shopping, or simply spend time on 
the phone ordering for you. Be sure 
mail wrapping is strong and durable 
—for most Christmas packages have 
to go through as rough a trip as if 
they really did come by way of the 
North Pole in an open sleigh. 

Addresses? They change all the 
time. If your mailing list hasn’t 
been verified since last Christmas, 
try to re-check addresses before you 
send packages off. It saves wasted 
money and time. 

Paraphrasing an old saw, some 
people think it is better to give in 
order that they might receive. That 
kind of buying is undoubtedly out 
for you! Limit your tokens of ap- 
preciation to those who’ve done past 
favors—not in anticipation of favors 
on the way. 

A closing note : the day of “Christ- 
mas candy for everyone” is over! 
Most employees and business asso- 
ciates prefer the personal touch in 
giving. In one way or another, find 
out what your recipient could really 
use, and you'll have real pleasure in 
providing it for him. 
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A new office begins with furniture... 
g 


the 4000 line, of course, >Y All-Steel 


ALL-STEEL EQUIPMENT INC 
Auror 


The 4000 Line by All-Steel provides furniture for 
every office setting. Whether it is for replacement 
Ar of a single desk or a completely new office to be fur- 


nished, call your ASE dealer or write for brochure. 





NEW PUNCHES 


Two NEW PUNCHES, representing 
a complete departure from old-style 
models, have just been introduced 
by Acco Products. In addition to 
smart, functional styling, the new 
punches offer these advantages: 9- 
position gauge which locks in place 
so that holes are automatically cen- 
tered for a wide range of paper sizes, 
window viewer in center of punch 
for clear visibility of calibrations on 
the gauge, removable chip tray, 
cushioned that will not mar 
desks, and easy punching action. 
The extra-easy pivot action and 
longer handle on the deluxe #440 
model make it possible to punch 
with only the pressure. 
Another unique feature of the #440 
is that its handle for 
compact storage in a desk drawer 
or supply cabinet. 

The Acco #440 punches up to 36 
#16 paper at 
time. The Acco #110 has a 21-sheet 
capacity, and is 2-tone grey. Both 
models punch two 14” holes spaced 
234” center to center. 


base 


slightest 


locks down 


sheets of bond 


one 


NEW TELEPHONE SYSTEM 


STREAMLINED “push button” dial 
telephone equipment of the latest 


design has been put into operation 
in the Long Island, New York, re- 
gional office of the Allstate Insur- 
ance Companies. 


The new system is centered in two 
desk-top units known as “push-but- 
ton consoles,” about the size 
of a portable typewriter. These units 
have increased the telephone capac- 
ity in the office by 50%. This sys- 
tem is reported to be the first instal. 
lation of its type in the country, 


each 


At 


JOIN FORCES 


JOINING FORCES ON the rental of 
data processing equipment has 
brought a high-speed, tape computer 
system within the reach of a neigh- 
boring bank and insurance company 
three to four years sooner than either 
could have justified it alone. By tak- 
ing advantage of the fact that their 
buildings adjoin and their needs for 
computer time dovetail perfectly, 
Bankers Trust Company and Ameri- 
can Mutual Life Insurance Com- 
pany, Des Moines, lowa, are 
pioneering a unique concept which 
offers far-reaching potential to small- 
and medium-sized firms. 

An IBM 1401/1412 system will 
be installed at the insurance firm 
which will use it during the day to 
process its entire policy file and 
handle a wide range of applications 
derived from it. Then, at 5 p.m., 
bank personnel will take over the 
equipment and process demand de- 
posit accounting and other jobs 
which are the result of the day’s 
business just ended. 

This is believed to be the first 
time that two firms in different in- 
dustries will lease a computer coop- 
eratively. The rental will be split 
between them on a time-used basis. 
It is expected that American Mutual 
Life will require the most time due 
to the volume of records it must 
process—based on 120,000 life in- 
surance policies. Bankers Trust will 
pay the entire rental for the IBM 
1412 Reader-Sorter, which the in- 
surance company will not need. 


NEW CHAIRS 


PEOPLE ARE NOT designed to fit 
chairs, so Remington Rand Systems 
has designed a new line of chairs to 
fit people. Called the “800” Chair 
Line, the chairs range in color and 
luxuriousness from the 800 Execu- 
tive Posture chair, through a variety 
of secretarial and clerical chairs. 
The Remington Rand System “800” 
posture chairs feature five separate 
adjustments: Seat height, tilting 
tension, backrest height, backrest 
depth and backrest tension. 

The executive chairs are mascu- 
line in proportion—generous but 
without bulk—and are engineered 
so that they may be precision tai- 
lored to the man’s personal require- 
ments. Knowing that a chair often 
makes the difference between an 
ordinary office worker and a supe- 
rior one, Remington Rand Systems 
has designed an “800” line of secre- 
tarial chairs to assure the extra ease 
needed for higher efficiency. The 
posture control and support is de- 
signed to lift afternoon let-down, 
step up typing speed, and reduce 
errors, 


TAPE APPLICATOR 


Tue VELVET Touc# is said to be 
the newest and simplest applicator 
yet introduced to apply pressure 
sensitive tape. It’s unique single- 
handed action allows you to roll out 
the tape to the desired length then 
simply tilt, twist slightly and the 
tape cuts itself off. No more waste, 
wrinkling or curling and the plastic 
applicator is refillable. 

The applicator holds any % inch 
wide, 1 inch core tape—masking, 
vinyl, cellophane, etc. It is suited 
for every taping job including mend- 
ing, wrapping, sealing, masking, and 
labeling. 


Best’s Fire and Casualty News 





1.A.S.A. 


modern accounting theory, practice & procedure 
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Public Relations in Insurance 


ALLEN DALE 


Insurance Institute of Indiana, Inc. 


UBLIC RELATIONS for the insur- 
| en industry on a state-wide ba- 
sis began with the Western Insur- 
ance Information Service which was 
founded in 1952 to stem the tide of 
the inflationary trend of settlements 
and verdicts afflicting the west coast. 


This group based its initial effort 
on a speakers bureau that solicited 
speaking dates from civic, service, 
social, fraternal and business organi- 
zations. Speakers from the top man- 
agement echelon of the member 
companies were sent into these 
clubs to explain among other things 
the basic proposition—insurance 
rates are set on the highways and 
in the courtrooms and not in the 
actuarial departments of the differ- 
ent companies. As individual speak- 
were sent out, news releases 
containing the kernel of the speech 
were sent to newspapers, radio sta- 
tions, television stations and period- 
ical publications. Remarkable ac- 
ceptance from the news media and 
from the clubs for speaking dates 
is ample evidence of both the valid- 
ity of the industry’s story and the 
wisdom of establishing the service. 


ers 


Next to join the program was the 
Southwestern Insurance Informa- 
tion Service located in Dallas and 
serving both Texas and Oklahoma. 


State-wide Basis 


Michigan, besieged by economic 
problems that hit the insurance in- 
dustry, was next to open. About 
this time, the original thinking of 
the industry that these insurance 
information offices would function 
most effectively within the bound- 
aries of an individual state took over 
and this office was named the Michi- 
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Insurance Information 
deliberately. 

Connecticut entered the field 
about a year later and within a few 
months, in July of 1958, the Insur- 
ance Institute of Indiana was incor- 
porated as a non-profit, public serv- 
ice organization. 


gan Service 


Like a_ rolling 
wave, the movement gained momen- 
tum and power. The Southern 
Insurance Information Service was 
opened in Atlanta, Georgia. Illinois 
came in with its office, followed 
quickly by Ohio, Wisconsin, Min- 
nesota, New Hampshire and Penn- 
sylvania. 


Expanded Operations 


The WIIS offices in California, 
taking cognizance of the peculiar 
structure of the West Coast, ex- 
panded its operations to include all 
eleven states west of the Rockies, 
However, it did not abandon the 
principle of individual state opera- 
tion. A state manager was named 
for each of the states to institute in 
the state plans originating in the 
WIIS home office and make such 
recommendations as might further 
the efforts in the individual states. 

All of the independent insurance 
information services embrace the 
three major philosophies of insur- 
ance—stock, mutual and reciprocal 

and the story they present to the 
public is a non-sectarian story. Fun- 
damentally the public relations cam- 
paign of each of these organizations 
is the same. Each is directed by a 
man who has had a great deal of ex- 
perience in newspaper, radio or tele- 
vision work, and each in a sense 
takes on the particular personality 
of the individual manager. But basi- 
cally the story they are telling is 
this: that the driving public sets its 
own rates through its driving habits, 
through its actions as members of 


juries, and through its attitudes to- 
ward claims. 

The telling of this story is car- 
ried on through the selected use of 
all news media. No attempt is made 
to overload news directors with 
stories, but neither does any legiti- 
mate opportunity to tell part of the 
story escape. Following the pattern 
of the WIIS, all of the information 
offices have established speakers 
bureaus which send top manage- 
ment people to meetings through- 
out the state and which send to all 
the news media in the home county 
of the club requesting a speaker the 
story the speaker will tell. In addi- 
tion, the editorial director of the 
newspaper of the city in whicli the 
speaker appears is sent a complete 
text of the speech for whatever edi- 
torial use he might make of it. 


Amazing Acceptance 


In Indiana, the Institute has expe- 
rienced a rather amazing acceptance 
of its speakers bureau’s activities. 
Since the beginning the Institute 
has had requests and has fulfilled 
commitments for more than 400 
speeches covering all of the state’s 
92 counties and reaching all of the 
larger population areas. Seventy- 
five industry men have traveled all 
over Indiana presenting the story 
and more than 32 full pages of 
newspaper copy has appeared telling 
the public the facts. 

On questions of vital interest to 
the industry, Institute spokesmen 
have appeared on radio news pro- 
grams and television news programs 
to answer questions that have 
arisen, to correct misinformation, to 
object to unfair criticism, and to 
point out to the public any dangers 
inherent in particular promises or 
proposals, 


(Continued on the next page) 





Public Relations—Continued 


The Institute, working in co- 
operation with the Fayette County 
Agents Association, prepared a se- 
ries of thirteen 15-minute radio 
panel-discussion programs at Con- 
nersville, Indiana. ‘The programs 
were prepared by the Institute and 
sent to the Association for the mem- 
bers to produce locally. Time for 
the programs was given to the Asso- 
ciation without charge as part of the 
local station’s public service time. 
This is additional evidence that the 
story the industry is telling is a 
vital story that affects our entire 
economy and society. These pro- 
grams are being offered now to 
other industry associations in In- 
diana, free of charge as a part of 
the Institute’s public 
program. 


information 


Further use of the news media 
is made when we have 
sufficient importance to warrant 
the telling. In these instances, spe- 
cial stories are prepared and sub- 
mitted to particular newspapers. 
The Institute also carries its story 
to the public through the use of 
printed folders that tell them the 
same story: that insurance rates are 
established on the highways and in 
the courtrooms and in the claims at- 
titudes of the public. 


stories of 


Aids the Commissioner 


The Institute is constantly at the 
service of our Insurance Commis 
sion if it needs information or an- 
swers to misrepresentations which 
come to that office. 

Interest is promoted in the Driver 
Training Education Department. At 
the present time an effort is being 
made to help create a program 
through State Universities, by which 
police officers may receive short 
courses in traffic accident investiga- 
tion and traffic safety. Work is 
carried on in harmony with the of- 
fice of State Police and Traffic 
Safety in Indiana to improve the 
driving record of the public and to 
establish county-wide safety organ- 
izations. 

The Institute is not a lobbying 
group. It does not engage in mat- 
ters of legislative interest except as 
the message to the public may stir 
the public to demand legislative ac- 


tion to initiate or control factors 
which will help the industry and 
the public. 

In 1959 and again in 1960, the In- 
stitute and the State Adjusters As- 
sociation of Indiana cooperated in 
an industry improvement program. 
Krom the legal sections of these 
seminars, defense attorneys drew a 
great deal of information on cur- 
rent trends in damage trial prac- 
tices to aid them in their work. The 
1959 seminar, centered around traf- 
fic safety and accident investigation, 
resulted in a 15-minute movie that 
is now the key to an important pro- 
gram offered by the Institute as part 
of its Speakers Bureau. 


Unitized Cars 


All five automobile manufactur- 
ers, equipment makers and the in- 
surance industry cooperated in 1960 
to explore the problems in repairing 
unitized automobiles. Claim adjust- 
ers were given schooling in esti- 
mating costs of repairs on such cars 
and more than 700 garagemen from 
all over Indiana attended a school 
on the repair techniques to be used 
on such automobiles. At least 20 
complete body straightening units 
have been sold in Indiana as a direct 
result of this seminar. 

The WIIS for several years has 
collected information on _ every 
damage suit tried in California, us- 
ing questionnaires which elicit ex- 
cellent information for the local 
claims industry. It was natural that 
such an activity should be started 
by the Illinois Information Service, 
and has also been started by the In- 
surance Institute of Indiana. Infor- 
mation regarding verdicts, lawyers, 
juries, and related information in 
different areas is very important to 
claims managers. Information of 
one company will not show trends 
or local conditions. The information 
of 20 companies may well do so. 


Fringe Activities 


Other fringe activities will neces- 
sarily fall into the scope of the In- 
stitute. The recognition that the In- 
stitute is the spokesman of the 
industry, and not only the dissemi- 
nator of information, and also the 
source for the answering of ques- 
tions which come up pertaining to 


insurance in all its forms makes it 
a valuable adjunct for news media. 
Where misstatements have been 
frequent in the public press in the 
past, the news media now call the 
Institute to obtain information, to 
correct misunderstandings, to inter- 
pret national releases, 


What Is Being Done? 


In answer to the question, what 
is the insurance industry doing to 
cure those situations periling both 
the industry and the public? It has 
established public relations offices 
for 26 states, offices which are 
charged with proceeding in a sound, 
businesslike way to tell the public 
the true story of casualty and fire 
insurance. 

It has, on a national basis, the As- 
sociation of Casualty and Surety 
Companies, the National Associa- 
tion of Independent Insurors, and 
the American Mutual Alliance, 
which have created sections to tell 
the story on a national scale. All 
of these activities tell the public 
with every means available what 
a vital role the industry plays in 
the public’s welfare, and what a 
vital role the public plays in the in- 
dustry’s welfare. They tell drivers 
how their actions on the highway 
help establish the rates they must 
pay for protection. They tell pros- 
pective jurors and _ prospective 
claimants how their attitudes can 
create justice or injustice, fairness or 
unfairness, and again, how this will 
be reflected in their premiums. 


Promote Understanding 


At the same time, they work in 
cooperation with governmental agen- 
cies to promote the understanding 
of insurance through education, to 
promote highway safety and the 
public welfare. They also organize 
and conduct claims seminars whose 
primary function will be to improve 
the standards and the methods of 
handling claims, which is the front 
line for the industry’s public rela- 
tions. On the success of these three 
phases of what is rapidly turning 
into a national public relations pro- 
gram rests the welfare of the indus- 
try ati the welfare of the public. 


Reprinted from The Interpreter. Published by 


the Insurance Accounting & Statistical Associa- 
tion. 
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AUTOMATIC COLLATORS 
A COMPLETE NEW line of auto- 
matic, collating and mail inserting 
equipment is being added by Cutler 
Mail Chute Co. The new equipment 
is designed for commercial printers 
and binderies, educational institu- 
tions, advertising agencies, govern- 
mental offices, and all other estab- 
lishments preparing and/or mailing 
large quantities of printed material. 
The inserter will collate material 
with assorted enclosures such as 
booklets, post cards or letters of 
transmittal at speeds to 4,000 cycles 
per hour, and insert the enclosures 
into 6%” x 9” to 9” x 12” envelopes. 
The inserter also serves as a nester. 


Complete Line 


Other collators in the new line 
nest signatures, gather sheets, and 
collate booklets and single sheets at 
rates to 5,000 cycles per hour. Some 
models collate, stitch, fold and trim 
booklets with any number of pages 
and any type or weight of paper. 
Top loading of the new equipment 
permits continuous operation without 
stopping to load; handling compo- 
nents function without reciprocating 
motion, eliminating noise and re- 
ducing mechanical wear; and, elec- 
tronic controls stop the machine and 
indicate source of error in the event 
of missing or double-sheeting. 


THIN-FILM TRANSISTOR 


AN ULTRAMINIATURE experimental 
transistor, so small that as many as 
20,000 can fit on a postage stamp, 
was announced recently by the Radio 
Corporation of America, The tran- 
sistor is made by depositing thin 
films by evaporation on an insulat- 
ing base and is capable of ‘shrinking 
the basic circuitry of a computer to 
the size of a book page. The basic 
circuitry of present-day computers 
ranges in size from the equivalent of 
a large hat box to walk-in clothes 
closet. Dr. James Hillier, vice presi- 
dent, RCA Laboratories, described 
the development as “an important 
breakthrough in basic electronic cir- 
cuitry that may well have a revolu- 
tionary impact upon the electronics 
industry.” 

According to RCA scientists, the 
new device, which has been tested 
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successfully at RCA Laboratories, 
may open the way to new ultra- 
miniature mass-production transistor 
circuits for many applications, and 
especially in electronic computers. 


VERSATILE FURNITURE 


THROUGH THE USE of “modular 
magic,” the LUXCO 5000 Line of 
modular steel furniture and harmo- 
nizing chair provides an_ infinite 
variety of combinations that may be 
made up from parts. Desk 
tops are available in a wide variety 
of sizes. The new furniture, manu- 
factured by Luxco, Inc., is available 
in a wide array of colorful oven 
baked enamel finishes and formica 
tops. Components include an array 
of panels in formica, plush vinyls, 
perforated and plain metal finishes, 
legs, lockers, files, bookcases and H- 
frames. 


basic 


Features 


The 2000 Line includes an execu 
tive type swivel arm chair, a secre- 
tarial posture chair, a side arm chair 
and a side chair in a wide variety 
of colors and fabrics. Featured are 
solid walnut arm rests, hooded ball 
bearing casters, the newly patented 
“flo tork” chair control, and vinyl 
clad steel bases. 


~~ 


PAPER TAPE 


A PROBLEM CAUSED by oil spots 
which, in effect, became “phantom 
holes” in paper tape for instructing 
computers, and led to faulty data 
processing results, has been solved 
by the Radio Corporation of Amer- 
ica. Solution of this problem—com- 
mon throughout the computer indus- 
try—has been achieved by RCA 
through development of a high-speed 
tape reader that “knows a genuine 
perforation when it sees one,” said 
Herbert M. Elliott, who is Engineer- 
ing Manager, Commercial Systems 
Department. 

“Much of the paper tape employed 
in present-day electronic data proc- 
essing,” he explained, “is oil-impreg- 
nated and small areas of oil concen- 
tration sometimes occur. Oil spots 
also may be caused by lubricants in 
connection with high-speed opera- 
tion of data processing equipment. 
Photoelectric scanning principles and 
improved circuitry have been incor- 
porated in the design of RCA’s 
Model 322 Tape Reader, enabling it 
to ignore everything but true per- 
forations.” 

In testing the selectivity of the 
new tape reader, Mr. Elliott said, 
RCA engineers deliberately sprin- 
kled perforated paper tapes with oil 
and then ran them through the tape 
reader. The results were uniformly 
successful, he said. There are two 
models of the new RCA paper tape 
equipment—one serves as a tape 
reader only, while the other can read 
as well as punch the data-signifying 
holes. The reader can scan per- 
forated tape at rates up to 1,000 data 
characters per second. 


GIVES COMPANIES 


WititiAmM A. BLAKLEy, multimil 
lionaire of Dallas and former United 
States senator, is giving interests 
worth more than $100-million to the 
Blakley-Braniff Foundation, a chari- 
table, educational, religious, and re- 
search trust. Included are Girard 
Life Insurance Company, Girardian 
Insurance Company, and Guardian 
Underwriters Insurance Company, 
all of Dallas, Texas, as well as ranch 
ing and oil interests. Mr. Blakley 
formed the foundation in 1943 with 
Tom Braniff, founder of Braniff 
International Airways. Mr. Braniff 
was killed in a plane crash in 1954. 
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It sticks That’s why “SCOTCH” BRAND 
Double-Coated Tape #665 attaches 
riders and endorsements so quickly, 
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Won't You Change Your Mind? 


T Is SAID, humorously of course, 
| en the privilege of changing 
one’s mind is strictly a feminine 
prerogative. This saying has_be- 
come so deep-seated in our thinking 
that the very act of changing one’s 
mind is looked upon as a show of 
weakness. We should differentiate 
between “cause and effect” inasmuch 
as the cause which makes us either 
reverse or maintain our position is 
the important factor, not the effect 
of having changed a decision or hav- 
ing maintained a position. 

Unless a change in mind is a 
mischievous act intended to embar- 
rass someone, or unless the unwill- 
ingness to change is prompted by a 
mulish stubbornness, the reasons 
for not changing are often misinter- 
preted and misapplied. Here are a 
few of the misconceptions that at- 
tend an unbending attitude toward 
decisions : 

1. Unwillingness to admit a change 
in a situation or the omission of im- 
portant facts. 
2. Fear of 
strength. 

3. Suspicion that one is being “sold” 
a different opinion. 

4. Willingness to “blame” others if 
the decision fails to produce the an- 
ticipated results. 

5. Fear that others may get the im- 
pression that one may be “per- 
suaded” to change after a decision 
is made. 

6. May be interpreted as a lack of 
confidence in one’s ability. 

7. Want to “show” the employees 
who is boss. 

8. Just plain stupidity. 

9. Failure to follow-up on decision 
to see the need for a change of mind. 
10. Feeling that a change of decision 
is “second guessing” a situation. 


lack of 


showing a 
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It will be observed that all of these 
reasons for not changing a decision 
deal with the “attitude” of manage- 
ment. A frequent change of mind 
does confuse an organization but a 
change in the fact of adequate reason 
reflects a wisdom that some do not 
possess or are not willing to use. 


Two Sides of Problem 


Unwise decisions are often made 


because management does not get 


both sides of a problem. Too fre- 


quently we are prone to see our 
problems in the light of management, 
untempered by the fact that the em- 
ployees (to whom our decisions are 
directed) face the same problem but 
from a different angle. We ran a 
survey on this interesting aspect of 
problems by asking a select group 
of management people to list the 
problems that they were facing (on 
which decisions were pending )—we 
then asked a group of employees in 


(Continued on the 


Figure |. 


Management's \ttitude 


Management was looking 1 
for ways and means to 
cut costs and reduce ex- 
penses. 


Management was seeking 
ways to increase produc- 
tivity to offset salary in- 
creases. 


Management worried 
about possibilities of un 
ionization of employees. 


Management was survey- 
ing possibilities of greater 
use of machines as an off- 
set to increased costs. 


. Management felt that em- 

ployees were not inter- 
ested in developing for 
promotion—they felt that 
organization development 
was a difficult problem. 


Management was fearful 
of cracking down on rules, 
coffee breaks, etc. They 
felt that employees were 
not interested in coopera- 
tion and performance. 


The Problems 


. Cost control 


Salary rates 


Unioniza- 
tion 


Mechani- 


zation 


. Training 
and promo- 
tion 


Tardiness, 
attendance 
and disci 
pline 


Employees’ Viewpoint 


Employees were worried 
about job security in re- 
spect to cost cutting. 


Employees were worried 
about inflation and in 
creased living costs—em 
ployees thought they 
should be rewarded for 
increased productivity. 


Employees worried about 
loss of status and indi 
vidual recognition if of- 
fice were to be unionized. 


Employees were worried 
about changes in their 
jobs, job status and job 
elimination. 


. Employees believed man 
agement was not inter- 
ested in training them for 
promotion—and that there 
were no opportunities for 
advancement. 


Employees felt that there 
was no difference between 
the employees who did ad 
here to rules and those 
who did not. They be- 
lieved management was 
lax in its enforcement of 
rules and rewards for 
good records. 





booklets 


P-425—Occupant Mailing 


Companies with a need to saturate a 
chosen area, or a particular type of cus- 
tomer, with an advertising appeal, find that 
occupant mailing offers advantages which 
are not found in other media. Occupant 
mail has an excellent chance of being read, 
since it competes for attention with only a 
few other pieces of mail—the average 
household receives only three letters per 
day; and your appeal is directed only at 
potential customers, with no duplication. 
An _ informative booklet explaining “How 
To Think About Occupant Mail Advertising” 
is now available, and gives helpful informa- 
tion on this tested and usually productive 
media. In addition to a description of the 
methods and advantages of occupant mail- 
ing, this booklet outlines several programs 
which have been used by different types of 
companies to produce a large volume of 
consumer response. 


P-426—Magnetic Ink 


The Federal Reserve System is rapidly 
changing over to the magnetic ink method 
of check imprinting, and banks are urging 
that their customers also imprint their own 
checks by this new method. A handy booklet, 
entitled "Question and Answer Book About 
Magnetic Ink Printing," is now available to 
answer many of the questions that have 
been raised about this new bank method of 
processing checks and other documents. In 
addition to improving the speed of check 
processing, magnetic ink printing can be 
used to ease problems of handling many 
other types of complicated documents and 
business forms, especially in situations which 
are unfavorable to the use of other methods. 


P-427—Holiday Letterheads 


A large portfolio of Fail and Christmas 
pictorial letterhead and envelope designs 
with four color process art work, is now 
available. This do-it-yourself catalogue con- 
tains fall and Christmas designs reproduced 
on a high quality paper suitable for repro- 
ducing messages by any process except 
spirit duplicating. The book is fully indexed 
for instant reference to many suitable holi- 
day ideas, and offers a handy vehicle for 
overprinting letterheads and cards. 
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Change Your Mind?—Continued 


the same companies to list the prob- 
lems which, in their opinion, were 
the most important and gave them 
the most concern. The following list 
is most interesting because both 
groups were thinking about the same 
problems, each being affected by its 
attitude as it related to their inter- 
ests. (See Figure 1.) 

Management was looking for ways 
and means of cutting expenses. The 
employees were aware of this need. 
Their fear for job security stemmed 
from the lack of communication 
from management. Arbitrary de- 
cisions were the principal worry of 
the employees. 

Another area of concern of the 
employees was the tendency to give 
mass cost of living adjustments to 
all employees as a substitute for 
merit increases which would be 
based on a selective determination 
whereby performance would be the 
basis of salary adjustments and not 
the cost of living. The employees 
were concerned because manage- 
ment did not make any significant 
differentiation between the employ- 
ees who were carrying the load and 
those who were malingering. The 
employees knew who was “getting 
by” but felt that management made 
no effort to distinguish. Put into a 
brief but disturbing sentence—the 
employees thought management was 
being “fooled” by a lot of employees. 

The management of one agency 
issued a “blast” about tardiness di- 
rected at all employees threatening 
dismissal “for the next unexcused 
late employee.” This disturbed the 
employees as being unfair because 
they (the employees) knew who the 
habitual “tardees” were and they felt 
that management should also know 
and direct their attention to them. 
When confronted by this (through 
a consultant) management said that 
“it was good for the employees to be 
brought up on their heels now and 
then.” 


There are two sides to every prob- 
lem and the one which represents the 
“other” viewpoint may temper de- 


cisions and may even cause a 
“change of mind.” 

A decision is one’s opinion on a 
subject or a situation—or, as it has 
been stated, a decision is an opinion 
put into action. A decision requires 


authority to put it into action unless 
those to whom the decision is di- 
rected understand and accept the de- 
cision. We have observed that ex- 
planations help put a decision into 
cooperative action. In the absence of 
adequate explanations, a decision be- 
comes a command or arbitrary 
course of action because those who 
must operate under the decision do 
not have the facts upon which the 
decision was made. 

An example of management’s 
carelessness in explaining was found 
in a situation where the boss ap- 
proved the purchase of two new 
five-drawer files for his office. His 
accountant asked that the files be 
placed by his desk for easy access. 
The boss instructed that they be 
placed against a wall a considerable 
distance from where the accountant 
wanted them. The accountant did 
not make an issue of the file place- 
ment but he felt that the boss had 
been arbitrary about the matter. We 
came upon this difference of opinion 
by accident. The facts were that the 
building code for that building 
would not support five-drawer files 
any place but against certain walls 
where there were reinforcing beams 
which would support the “dead 
weight load per square foot.” Open 
space between wall beams was “out 
of bounds” for heavy pieces. The 
boss knew this but the accountant 
did not, with the result that feelings 
were hurt. This example is not 
exaggerated but illustrates so well 
the value of the practice of explain- 
ing the reasons for doing or not do- 
ing certain things. 


We can carry this to the common 
area of the home when the wife 
wants to make an expenditure which 
she believes is important. The hus- 
band bluntly says, “We can’t af- 
ford it.” He knows about tax bills 
and insurance premiums coming up 
and bases his decision on facts but 
no explanation, with the end result 
of a misunderstanding. Authority 
must (or should) be used sparingly 
as if it were an expendable and non- 
replaceable commodity. As an anal- 
ogy, if we use up our supply of au- 
thority by depending on it too often, 
we soon run out. The substitute for 
authority is communication in which 
we sell our ideas and our decisions. 
Maybe a little dash of authority adds 
flavor but too much spoils the dish. 
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An oversimplification of the tend- 
ency for one to overcompensate for 
an apparent weakness is found in 
the person who, lacking confidence, 
tries to hide the deficiency by sub- 
stituting stubborn determination. 
We see examples of this in our con- 
tact with individuals who seek ad- 
vice, not because they want the guid- 
ance of others but because they 
feel inadequate and are seeking the 
answer to their problem in others. 
Those who lack confidence will 
quite often appropriate others’ opin- 
ions as their own. Unfortunately 
these people fool no one but them- 
selves. Above all, they do not fool 
their associates and/or their em- 
ployees. Occasionally someone with 
a mischievous bent (mixed with a 
little malicious humor) will give the 
wrong facts in order to embarrass 
another, particularly if he can come 
out without blame. 


"Know It All" 


So far we have discussed those 
who lack confidence in their own 
abilities (hence their own decisons). 
How about the person who lacks 
confidence in the abilities of others? 
Here we find the executive who is 
driven to make all decisions—he be- 
comes both master and servant to 
his will. He takes on all assignments 
—dquestions all decisions—and mas- 
terminds the operation, ultimately 
without cooperation and assistance. 
Usually this type of executive is a 
“know-it-all.” We saw this demon- 
strated when a manager, after in- 
troducing a client to one of his ex- 
perienced salesmen (25 years in the 
life end), spent almost an hour tell- 
ing the salesman “how to do estate 
planning” for the client. The result 
was that the client, feeling that he 
had been turned over to an inexperi- 
enced salesman, gracefully bowed 
out and took his business elsewhere. 


The know-it-all rarely builds any- 
one up because he tries to demon- 
strate his own superior knowledge, 
and by so doing he defeats his ob- 
jective and undermines the confi- 
dence of others in himself and his 
judgment. Failures which are pri- 
marily his own responsibility are 
most certainly blamed on others, 
which furthers his opinion that 
“only he can successfully carry out 
an assignment.” 


(Continued on the next page) 





Child’s play 


Any person who knows basic arithmetic—even a school child—can 
quickly master the operation of the Friden calculator. The reason? 
Unlike other machines, the Friden has a separate multiplier keyboard. 
One number goes on the main keyboard, the other on the multiplier 
keyboard. A control key is touched, the answer appears. 


Because this exclusive system duplicates the natural method of solving 
arithmetic problems, operators learn the machine more quickly, oper- 
ate it more rapidly, make fewer errors. 


The multiplier keyboard is just one unique feature of the Friden. 
Actually, it performs more figurework steps without operator deci- 
sions than any other calculator. (The Friden is aptly called, “The 
Thinking Machine of American Business.”) Your local Friden Man 
will gladly demonstrate. Or write: Friden, Inc., San Leandro, Calif. 
THIS IS PRACTIMATION: automation so hand-in-hand with 
practicality there can be no other word for it. 


© 1961 FRIDEN, Inc. 


Kriden 


SALES. SERVICE AND INSTRUCTION 
THROUGHOUT THE VU. 8S. AND WORLD 





Change Your Mind—Continued 


There are several “check points” 
which might help in our decision- 
making : 

1. Do we update our facts so that 
decisions are based on current data? 
2. Are we over-sensitive about sug- 
gestions from others? 

3. If a change in a decision is neces 
sary, do we explain the reasons for 
the change ? 

4. When a decision is made, do we 
“bull” our way through without 
change or consideration ? 

5. Do we consider the human ele- 
ment in our decisions ? 

6. Do we give sufficient thought to 
each decision so that change is less 
likely to be necessary ? 

7. Do we build up our associates by 
respecting their opinions ? 

8. Do we delegate decisions in those 
areas where others are better able to 


decide through familiarity with de- 
tails ? 

9. Do we fear decision-making and 
the responsibilities which it entails? 
10. Do we pride ourselves on our 
infallible judgment ? 

11. Do we adopt the senior states- 
man attitude when someone asks 
our opinion? 

12. Do we interject our opinions in 
atfairs of others—t.e., do we domi- 
nate situations so as to cause others 
to keep things from us? 

13. Do we trust the judgment of 
others ? 

a. because, by experience, we have 
found others inadequate ? 

b. because we trust no one’s judg- 
ment ? 

14. Do we confuse our associates by 
frequent change of opinion ? 

do we consider abrupt changes as 
a means of keeping people on their 


toes: 


a. 


15. Do we follow so defined a pat- 
tern that others anticipate our de- 
cisions ? 

16. Do others have to pick the right 
time in order to get a decision cut 
of us? 

17. Are we conscious of the value 
of other people’s time or do we de- 
cide things at our own convenience ? 
18. Do we stall on opinions and de- 
cisions and then expect others to 
compensate for our delinquencies ? 
19. Do we expect others to make up 
for our dilatory attitude and cover 
our mistakes—if so, do we give 
credit for our dependency on others ? 
20. Do we take our associates for 
granted ? 

Only you know the answers that 
define our attitude toward the peo- 
ple with whom we work. Decision- 
making is one aspect of that attitude. 
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expecting an order? 


You'll get it quicker if your 


postal zone number is on the 
order blanks, return envelopes, 
letterheads. 


The Post Office has divided 106 
cities into postal delivery zones 
to speed mail delivery. Be sure 
to include zone number when 
writing to these cities; be sure 
to include your zone number 
in your return address — after 
the city, before the state. 
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Current literature and prices on any of the following products and services may be had without 
obligation, from selected manufacturers. We will also obtain any available information on items not listed 


FILING CABINETS 33. Checkwriting 151 








. Computer Centers 


|. Card File 150. Collators 127. Filing Systems 
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145. Punched Tape Equipment PAPER 
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from other Fields 


Portrait of an Insurance Man 


by Jay Berry ————_ 


From a talk given by Mr. Berry, vice- 
president of the Alexander Film Co., 
before the Colorado Association of 
Life Underwriters. 











here has been a lot of criticism 
5 eet the past couple of years 
about the deterioration of personal 
salesmanship in our country. 

Sales Management magazine ran 
an article about six months ago en- 
titled “What’s Happened to Sales- 
manship.” It outlined the problem 
and pointed fingers at various care- 
less sales habits. The most criticized 
were automobile salesmen. Other 
authorities seem to have the same 
opinion : 

Mark Shanaberger, a director of 
the research company called Bar- 
rington Associates, New York, 
wrote the following letter the other 
day : 

“We have spent almost $40,000 
studying the automotive selling prob- 
lem, including not only the sales- 
man’s but the dealer’s attitude to- 
ward the public. 


Pitiful Situation 


“The results of the study show a 
pitiful situation—an almost com- 
plete lack of salesmanship. The deal- 
er’s attitude, as expressed in his lack 
of intelligent sales effort and his 
indifference to customers’ service 
problems, makes us wonder how he 
sells what he does. The only things 
that save him are: (1) the advertis- 
ing job done by the manufacturer, 
and (2) the American’s desire and 
need for an automobile—he’ll cut 
down on food and clothing to have 
one. 

“But the manufacturers cannot 
avoid accepting much of the blame. 
They are wizards at manufacturing, 
but in training and selling to and 
through the dealer, the automobile 


54 


industry simply doesn’t compare 
with other industries. It is ‘inbred,’ 
fat, soft, and apparently satisfied.” 

Naturally, this is not to imply 
that disinterested selling prevails in 
all our automobile dealerships. I 
have seen some pretty well-conceived 
and aggressive automobile advertis- 
ing, for example . . . and I would 
like to think that people who planned 
such promotion also planned good 
sales practices to exploit such ad- 
vertising. 


Dead or Alive 


But it’s still true that one com- 
pany posted the following notice on 
its bulletin board: 

“It has been brought to the at- 
tention of the management that many 
salesmen are not only dying while on 
duty ... but refusing to fall over 
when the act is completed. THIS 
PRACTICE MUST STOP AT 
ONCE. Hereafter, when a salesman 
has not moved in several hours, de- 
partment heads are ordered to in- 
vestigate. Because of the close re- 
semblance of death and the ordinary 
gait of our sales personnel, the in- 
vestigation will be made quietly, so 
as to prevent waking the salesman 
if he is sleeping. If some doubt 
persists, extending a check to cover 
entertainment expenses is a fine test. 
If the salesman does not reach for 
it, it may be assumed that he is 
dead.” 

On the other hand, while these 
“agonizing appraisals” are going on 
in the sales field, there are several 
areas where the level of performance 
is considered to be pretty high. For 
example, the major pharmaceutical 
companies’ detail men are largely 
considered to be well trained, alert, 
hard workers. My own experience 
some years ago with the Chas. Pfizer 
organization would suggest that this 
is true, 


And then there’s the insurance 


business. Salesmen admire the good 
work of other salesmen and I admire 
the achievements of men in the insur- 
ance profession. It’s thrilling to see 
you men carry off the National 
Quality awards and other such 
prizes. 


Amazing Salesmen 


To tell you the truth, I’m a little 
awestruck by the whole thing. I 
think you have one of the toughest 
sales jobs in the world and I think 
that time and circumstance have 
contrived today to give you some of 
the most rugged conceivable handi- 
caps to battle through. And yet you 
continue to bring in the business! 
It’s a thrill to watch. 

Now, I don’t pretend to know 
much about insurance, I’m just an 
advertising man, not an insurance 
man. So as a sympathetic but un- 
informed observer, I don’t know all 
the problems you’re up against as 
you sell insurance ... but I can 
guess at a few. For one thing, in 
the average town, there are a lot of 
agents. And an awful lot of them 
are awful good. So within your in- 
dustry, the competition is obviously 
keen. 

Further, the optional piaces to put 
money are working awfully hard to 
seduce your clientele—or prospec- 
tive clients—away from you. There 
are vacations and boats and banks 
and stocks and funds and schools 
and hi-fi and dishwashers and real 
estate and a thousand more, all work- 
ing harder than ever before to get 
hold of people’s “security” money 
and optional spending money. Even 
Joe Kennedy, the president’s father 
addressed a business college class 
and said, “Almost anybody can lose 
his shirt in Wall Street if he’s got 
enough capital to start with and the 
proper inside information.” There 
was a day when banks had the stuffy 
attitude that customers must “come 
to us.” Today they are advertising 
promotion and customer relations 
conscious. 

Credit merchandising ties up the 
consumer’s funds for two and three 
years ahead. Every new TV set or 
major appliance costs insurance men 
money ! 

And then you have the govern- 
ment to contend with. Who knows? 
Five or ten years from now, the 

(Continued on page 138) 
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ROVISION FOR ARBITRATING what 
goa anticipated to likely be the 
most common kinds of disagreements 
between insurance companies and 
their insureds under uninsured mo- 
torists coverage has been part and 
parcel of this form of insurance ever 
since its inception in New York 
State back in 1955. It recognizes 
the desirability of and is designed to 
accomplish these things: 

1. Provide a speedy, just and eco- 
nomical means for determining the 
amount of the 
liability. 

2. Avoid the necessity for and dis- 
advantages of litigation with the un- 
insured motorists prior to  settle- 


insurer's payment 


ment of claims under this coverage. 
3. Leave the legal status of the un- 
insured motorist’s liability to re- 
spond in damages unaffected by any 
action or proceedings taken in 
position of an insured’s claim under 
this coverage. 


dis- 


Basic to Coverage 


The basic arbitration requirement 
is part of the very grant of coverage, 
the insuring agreement specifying 
that “determination as to 
the insured . . 
to recover 


whether 
is legally entitled 
damages, and if so, 
the amount thereof, shall be made by 
agreement between the insured . 
and the company or, if they fail to 
agree, by arbitration.” Means for 
implementation of this arbitration 
requirement and objective are con- 
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U. MM. Arbitration 


tained in two additional policy (or 


endorsement) provisions, One of 
these specifies the American Arbi- 
tration Association as the tribunal 
for any arbitration, gives both in- 
sured and insurer equal right to in- 
stitute arbitration, and the 
arbitrators’ awards binding on the 


makes 


parties even to the extent of permit- 
ting entry of 
awards. 


judgment on such 
The other makes full com- 
pliance with all terms of the unin- 
sured motorists coverage a condition 
precedent to any action against the 
company, 


Initiation Procedure 


Initiation of an arbitration un- 
der the compulsory arbitration pro- 
visions of the policy is a simple 
procedure. All that it is necessary 
to do is to send a written notice or 
Demand for Arbitration to the other 
party, and then file two copies of 
the notice with the American Arbi 
tration along with a 
check payable to the Association to 
cover the applicable administrative 
fee. The notice or Demand must 
specify the matter in dispute, the 
amount claimed, if any, and the 
remedy sought. I shall not take the 
time to mention subsequent 
cedures relating to arbitration as 
they are fully described in the Asso- 
ciation’s pamphlet on “Accident 
Claims Tribunal Copies of 
this pamphlet are obtainable from 
the Association on request and cer- 


Association 


pro- 


Rules.” 


tainly no company should attempt to 
either initiate or defend an arbitra- 
tion without a copy of these Rules 
for reference j 


use. The subject of 





arbitration or arbitrability of claims 
under this coverage can be roughly 
subdivided into two broad parts: 
(1) the scope of application of the 
arbitration requirement, and (2) its 
enforceability. 

Let us examine first the scope and 

intended scope of application of the 
arbitration provision. The language 
relating to arbitration used in both 
the insuring agreement itself and 
in the standard provision arbitration 
condition seems on its face, too plain 
and unambiguous to be subject to any 
construction. Reference has already 
been made to the language used in 
the arbitration clause of the basic 
insuring agreement. The arbitra- 
tion condition provides: 
“If any person making claim here- 
under and the company do not agree 
that such person is legally entitled 
to recover damages from the owner 
or operator of an uninsured auto- 
mobile because of bodily injury to 
the insured, or do not agree as to 
the amount of payment which may 
be owing under this part, then upon 
written demand of either, the matter 
or matters upon which such person 
and the company do not agree shall 
be settled by arbitration in accord- 
ance with the rules of the American 
Arbitration Association. “ 


No Room for Doubt 


The language employed can leave 
no doubt but that as to liability (as 
distinguished from coverage) and as 
to the amount of recoverable dam- 
the policy or endorsement 
makes arbitration of an uninsured 

(Continued on the next page} 
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Arbitration—Continued 


motorist’s claim compulsory at the 
option of either the insured or the 
insurance company. The policy lan- 
guage in this respect, in effect, un- 
dertakes to abrogate the right of 
either party to sue the other in courts 
of law on such disputed questions. 

What about questions as_ to 
whether the coverage applies at all 
to an asserted claim? What about 


a claim denied by the insurance com- 
pany on the ground that the auto- 
mobile which struck the insured 
was not in fact an “uninsured auto- 
mobile?” Or, what if the insurance 
company denies that the injured per- 
son qualifies as an “insured” and 
consequently, is not a beneficiary of 
this coverage? Can arbitration of 
such coverage questions be required ? 
Can an “insured” or alleged insured 
compel the insurance company to 
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proceed with arbitration of disputed 
questions of liability and damages 
while such coverage questions re- 
main unresolved ? 


There manifestly is no reference 
in any of the policy or endorsement 
provisions to arbitration of such 
coverage questions and disagree- 
ments. It consequently was quite 
properly assumed and continues to 
be the position of the insurance com- 
panies that coverage questions, as 
distinguished from liability and dam- 
age issues, are not subject to com- 
pulsory arbitration and, unless both 
parties agree to arbitrate such dif- 
ferences, they must be determined 
in appropriate court proceedings. 
The New York case law ', originally 
developed accordingly and early 
tended to establish these proposi- 
tions: 


1. Only disagreements between in- 
sured and insurance company re- 
lating to the legal liability of the 
uninsured motorist and the amount 
of the insured’s damages must be 
arbitrated. 


2. Other disagreements—those re- 
lating to application of the coverage 
—may be litigated in courts of law 
or equity. 

3. Any attempt to compel the insur- 
ance company to arbitrate before 
application of its coverage has been 
established is premature and will be 
stayed or enjoined. 

4. The burden of establishing the 
application of the coverage rests on 
the person claiming the benefits of 
the coverage. 


Complications 


Then this trend of the case law 
in New York suddenly became 
muddied when the Appellate Divi- 
sion of the Supreme Court (First 
Dept.) affirmed a contrary decision 
by a trial court and denied a motion 
for leave to appeal. In this case the 
trial court, in denying the insurance 
company’s application to stay arbi- 
tration, held that the arbitration 
clause encompasses a dispute as to 
whether the owner or operator of 
the automobile was insured, as well 


1 Berman vs. Travelers Indemnity Co., 171 
N. Y. 2nd 869. Ross vs. Hardware Mutual Cas. 
Co., 173 N.Y.S. 2nd 941. American Nat'l Fire 
Ins. Co. vs. McCormack, 182 N.Y.S. 2nd 899. 
Lowe vs. Ocean Accident and Guarantee Corp., 
193 N.Y.S. 2nd 361. Phoenix Assurance Co. 
vs. Digamus, 194 N.Y.S. 2nd 770. 
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as whether the claimant is entitled 
to recover damages from its owner. 

The Appellate Division of the Su- 
preme Court (First Dept.) has by 
per curiam opinions since affirmed 
two additional decisions to like effect 
by trial courts within its jurisdic- 
tion.* So far only one New York 
trial court not in the First Dept. has 
decided to adopt the views of the 
First Dept., at least until its own 
Appellate Division passes on the 
question.* 

Another trial court directed a 
jury trial of the preliminary issue of 
whether the petitioner’s decedent 
was struck by an uninsured auto- 
mobile, and, if found in the affirma- 
tive, to proceed with arbitration. 
The Appellate Division of the Su- 
preme Court (Fourth Dept.) held 
this procedure unauthorized and re- 
versed the trial court. Although not 
specifically stated, the opinion im- 
plies accord with the earlier cases 
that an insured must establish the 
fact that the injury-producing auto- 
mobile was uninsured before any 
right to require arbitration arises, 
and cannot do this by motion against 
his insurer.5 


New York Courts 


All of the case law on questions 
relating to applicability of uninsured 
motorists coverage under the facts 
and circumstances of specific claims 
so far has come from the New York 
courts, probably because uninsured 
motorists coverage has been written 
in that state for a longer period of 
time than in any other state and be- 
cause of the large volume of this 
coverage written in that state under 
the Motor Vehicle Accident Indem- 
nification Corporation Act. It might 
be pointed out that the arbitration 
condition in the present New York 
endorsement is identical to the 
standard provisions arbitration con- 
dition so that the case law on arbi- 
tration questions under the compul- 


2 Matter of Bankers and Shippers Ins. Co., 
196 N.Y.S. 2nd 604, 197 N.Y.S. 2nd 428. 


3 Royal Indemnity Co. vs. McMahon, 200 

N.Y.S. 2nd 950. Motor Vehicle Accident In- 

demnification Corp. vs. Kirby, 208 N.Y.S. 2nd 
0. 


4 Travelers Ind. Co. vs. Sherwood, 205 N.Y.S. 
2nd 741. 


5 Rosenbaum vs. 
N.Y.S. 2nd 994. 


American Surety Co., 209 
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sory endorsement in that state can 
be given the same weight as case law 
construing the standard provisions 
endorsement or policy. 

In the face of the plain policy or 
endorsement language, the position 
of the Appellate Division of the Su- 
preme Court in the First Dept. 
seems untenable and certainly ex- 
tremely difficult to understand. The 
per curiam decisions it has seen fit 
so far to publish afford no enlighten- 
ment on the basis of the reasoning 
and conclusions of this court, The 


most that can be said is that the 
state of the law with respect to ar- 
bitration of coverage issues under 
the uninsured motorist coverage is 
at present in a considerable state of 
confusion in New York. It is re- 
spectfully suggested that the position 
of the insurers should clearly con- 
tinue to be that coverage issues are 
not subject to arbitration, and that 
any attempt to arbitrate before a 
coverage issue has been determined 
is premature. 


(Continued on page 72) 
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dissent 








Dear Sir: 

I read with interest, concern and 
eventually amusement the 
“Professionalism—A_ Basic 
by Bruce H. Suter in your 
issue. 


article, 
Need,” 


August 


Asa result, several questions came 
to my mind, and | feel certain these 
questions must have arisen in the 
minds of many people whether they 
are brokers, agents, agency compa- 
nies, direct writers or buyers. 

These questions are: 

1) How can Mr. Suter consider 
himself an impartial counselor of in 
surance programs ? 

2) Does Ebasco Services consider 
the writings of Mr. Suter represen 
tative of their impartial counseling? 


3) Should Best’s now publish an 
article which would ignore the 
methods of distribution of insurance 
and concentrate upon the methods 
of accomplishment rather than the 
“need” of professionalism in insur- 
ance ? 


[ am an employee of a direct writ- 
ing insurance company, and | am 
extremely proud of the fact that our 
company training of all field men in- 
cludes the professional aspects of our 
business as well as the insurance field 
in general. 


We do not profess to have all the 
professional talent available, how- 
ever, we have found that our com- 


pany training has given us an envi- 





EASY 


Settling fire loss claims the easy way builds 


client confidence and paves the way to increased 


sales. 


And the easy way is all but automatic, 


once your client acts on your recommendation 
to have a professional, provable appraisal of the 
insured property done by American Appraisal, 
before fire strikes. 


With that in hand, there’s never any ques- 
tion or concern about what was covered, the 
extent of loss or damage, or its current-dollar 


value. 


A note or call to one of our 19 district 


offices will promptly bring you complete infor- 
mation about our services and their application 
to insurance situations. 


MERICAN 


PPRAISAL, 


COMPANY 


able position regardless of the cost 

problem which is so heavily stressed 
in this article. 

Very truly yours, 

A. M. Powers 

551 Bradley Road 

say Village, Ohio 


Dear Sir: 

I have read “Evolution of Public 
Policy” in your August issue by 
Spencer L. Kimball. 

| don’t know whether this man is 
a Socialist or Communist or both or 
some Utopian Dreamer who wants 
to advocate some kind of a society 
in which the individual is relegated 
to a point of not being charged with 
negligence of any kind no matter 
how, where or when he injures him- 
self or does injury or death to others. 
Can you imagine driving your car 
without insurance with the full con- 
fidence that no matter what happens 
you will be taken care of and so will 
everybody else in whatever accident 
causing injury or death, which may 
happen, or however caused. 

Just get this one flat statement 
that, even tho taken out of text, 
stands on its own feet ; “the function 
of insurance enterprise is not merely 
to provide a solvent defendant when 
the defendant is negligent, but to 
see to it that injured persons are 
taken care of, irrespective of fault.” 
How do you like that in this year 
of 1961 coming from a man who is 
permitted to teach law in a state 
university ? 

Just like all these Utopian 
Dreamers, they get so steeped in 
hooks, law, political, idealistic or 
what have you, that the realities of 
every day human being living is 
something they just can’t digest into 
their bloodstream. If this type of 
thinking makes any impression on 
any students, God help this good old 
solid American Society in which we 
are living. 

My first impression of this type 
thinking was it is definitely Social- 
istic or Communistic. But further 
thought convinces me that both these 
political entities would eliminate this 
type of thinker as having too much 
elastic even for them. Come on Pro- 
fessor, let’s get back into the good 
old American way of life. It is still 
unbeatable. 

J. M. Donoghue, Manager 
Detroit Branch Office 
American Indemnity Company 
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PART | INSURANCE PRINCIPLES AND PRACTICES 


QUESTIONS |, Il AND Ill 


While crossing a navigable river on 
a toll bridge, a brand new and fully 
loaded tank truck owned by oil com- 
pany “O” went out of control on its 
first trip due to defective brakes; it 
jumped the center strip and headed 
into the oncoming traffic striking a 
tractor-trailer with such force that 
the tractor-trailer was thrown 
through the guard rail and fell 75 
feet onto the deck of a cargo vessel 
that was being loaded at a dock; 
passenger car #1 and passenger car 
#2, immediately following the trac- 
tor-trailer, collided with the wrecked 
oil truck which burst into flames. The 
oil truck was completely destroyed 
by the collision and fire and its 
driver was severely burned. Passen- 
ger car #1 and its rented trailer, in 
which the owner was hauling house- 
hold goods and personal effects from 
his principal residence to his sum- 
mer cottage, were completely ruined 
by the collision and fire and one of 
its passengers (friend of owner and 
driver) was so critically injured that 
he was unable to work thereafter. 
Passenger car #2 sustained $800 of 
damage; its driver suffered face in- 
juries and a broken leg. 

The oil fire weakened the steel 
structure of the bridge so that it was 
closed to all traffic for three months 
while repairs were made. 

When the tractor-trailer crashed 
on the deck of the vessel, its driver 
was instantly killed and two seamen 
and one stevedore (employed by Co. 
S) were injured. The tractor-trailer 
caught fire; it and its cargo were de- 
stroyed. The vessel was damaged by 
the impact and fire; its cargo was 
damaged by fire. The vessel was de- 
layed two weeks in its scheduled de- 
parture. 

Insurance was carried as follows: 
Owner of oil truck—“Comprehen- 

sive General-Automobile” Liabil- 
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ity Policy, Motor Truck Cargo 
Policy. 

Oil truck manufacturer—Manutfac- 
turers’ and Contractors’ Liability 
Policy. 

Owner of 
men’s 


tractor-trailer— W ork- 

Compensation Insurance 
Policy, Commercial Automobile 
Policy (B.1. & P.D. only), Motor 
Truck Cargo Liability Policy. 

Owner of passenger car #1—Family 
Automobile Policy (B.I. & P.D. 
only), Fire & E.C. on Dwelling & 
Contents. 

Owner of passenger car #2—Basic 
Combination Automobile Policy 
(B.1., P.D., $100 Deductible Col- 
lision and $1000 Medical 
ments ). 

Owner of bridge—No insurance. 

Owner of -Hull insurance 
with 3% franchise, Protection and 
Indemnity Insurance. 

Owner of cargo on vessel—Open 
Cargo Policy, Free of Particular 
Average, 

Stevedore Co, “S”- 


Pay- 


vessel 


Workmen’s 


Compensation Insurance Policy, 
Comprehensive General Liability 
Policy. 
(a, b, c) Indicate and explain 
fully, with reasons, the appropriate 
provisions of the coverages men- 
tioned that make them (1) applic- 
able, or (2) inapplicable to the de- 
scribed losses. 

(d) Where no direct coverage 
listed above is applicable, indicate 
and explain fully, with reasons, the 
coverages, if any, that should have 
been carried, 


Answer 


(a, b, ¢) From the circumstances 
here detailed, it seems evident that 
the myriad property damage and 
hodily injury claims as well as those 
for loss of use will come to bear on 
the oil company “O” and perhaps ad 
ditionally on the manufacturer of 
the truck. Either by claims direct 
from the injured parties or by ex- 
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ercise of subrogation rights by their 
insurers, it is apparent that “O” is 
the target. It must be noted that the 
liability insurer for “O” will cer- 
tainly attempt to place part or all of 
the responsibility on the manufac- 
turer of the truck because of the de- 
fective brakes. 

Owner of Oil Truck, “O.” The 
Comprehensive General-Automobile 
policy is a combination of coverage 
for premises-operations, elevator, in- 
dependent contractors, products- 
completed operations, contractual 
and automobile liability with the 
products, contractual, and property 
damage coverages optional with the 
insured, Assuming that the insured 
has elected property damage cover- 
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age, the automobile portion of the 
policy must respond, subject to 
limits of liability, on behalf of the 
owner of the oil truck for his legal 
liability for property damage and 
for loss of use of the tractor-trailer 
and its cargo, the bridge, the vessel 
and its cargo, the two passenger cars 
and their contents, the rented trailer 
and its contents; and for his legal 
liability for bodily injury as well as 
expense of immediate medical aid 
for all the injured persons except 
“OQ’s” driver (who is covered by 
Workmen’s Compensation law and 
is therefore excluded from the auto- 
mobile policy). 

The Motor Truck Cargo policy, 
an “owners form,” will respond for 
the value of the cargo of oil as this 
is a direct damage contract and col- 
lision or overturn and fire are in- 
variably insured perils. 

Oil Truck Manufacturer. The 
Manufacturers’ and Contractors’ 
Liability policy is basically a prem- 
ises-operations coverage, is custom- 
arily written to cover bodily injury 
liability but may at insured’s option 
be written to cover property damage 
liability, or to include products— 
completed operations coverage, or 
both. The manufacturer of the oil 
truck has great potential legal liabil- 
ity if it can be established that the 
defective brakes are his responsibil- 
ity. This is a matter for the courts. 
If his insurance is without products 
coverage, his policy will not respond. 
If he has availed himself of this cov- 
erage, it would respond subject to 
limits of liability for bodily injury 
and for property damage (if he had 
purchased the cover) to the various 
injured interests. It is to be assumed 
that the insurer of the oil company 
will undoubtedly exercise subroga- 
tion rights against the manufacturer 
of the truck. 

Owner of Tractor-Trailer. The 
Workmen’s Compensation policy will 
provide statutory benefits to the 
family of the deceased driver, as he 
was killed in the course of his em- 
ployment, the benefits being subject 
to the limits and waiting period of 
the law of his state. The Commercial 
Automobile policy will defend any 
suits and pay (subject to limits of 
liability) any judgments against the 
insured for bodily injury or prop- 
erty damage claims. Although on the 
stated facts the owner of the tractor- 


trailer and the driver both appear 
faultless, the owner may well be 
named as additional defendant in any 
suits brought by the cargo vessel, 
the cargo owners, the seamen, or the 
stevedores. 

If the tractor-trailer is a common 
carrier (and let us so assume), then 
the carrier is liable for the cargo he 
carries, subject only to the excep- 
tions in his motor trucker’s receipt 
(bill of lading) such as acts of God, 
acts of public authority or enemy, 
acts of the shipper or inherent vice 
of the cargo. Therefore the Motor 
Truck Cargo Liability policy would 
respond, subject to its limits of liabil- 
ity, for the destruction of the cargo 
carried, and the insurer would then 
take subrogation rights against the 
owner of the oil truck. 

Owner of Passenger Car #1, Ex- 
cept for possible expenses for im- 
mediate medical and surgical aid to 
the injured passenger, the Family 
Automobile policy here responds 
only for the driver or owner’s legal 
liability for bodily injury or property 
damage. Similar to the Commercial 
Automobile policy of the owner of 
the tractor-trailer, this policy will 
provide defense of claim and pay- 
ment of any judgment that might 
be handed down against the insured. 
It will not respond for damage to 
the rented trailer as that is property 
in the care and control of the in- 
sured. However, the use of the 
trailer does not prejudice the liability 
coverage. 

Fire and E.C. on Dwelling & Con- 
tents will provide, through the 10% 
off premises feature of the contents 
cover, for the fire damage to the 
household and personal effects car- 
ried in the trailer, but the E.C. 
specifically excludes response under 
vehicle damage for the contents of 
any vehicle, hence any collision dam- 
age to the household goods and per- 
sonal effects is not covered. 

Owner of Passenger Car #2. The 
Basic Combination Automobile pol- 
icy will respond for legal liability, if 
any is alleged on the part of the 
driver of the car. For the $800 of 
collision damage to the car, recovery 
will be $700 because of the deduct- 
ible. It will also pay the driver’s 
medical expense up to the limit of 
$1000. 

Owner of Vessel. Hull insurance 
with 3% franchise is assumed to be 
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written on the American Institute 
(of Marine Underwriters) Time 
(Hull) form. Subject to the 3% 
franchise in the average warranty (it 
rules out payment of partial losses 
unless amounting to 3% or more of 
the amount insured, or amounting 
to $4850), the policy would respond 
for the damage to the vessel as fire 
is a hazard named in the Perils 
Clause of the policy, and “contact 
with any land conveyance” is a peril 
now found in the expanded Inch- 
maree Clause, 

Protection and Indemnity insur- 
ance will protect the vessel owner 
for any legal liability he may have 
for property damage, including that 
for cargo of others that is in his 
custody, and for “care and cure” of 
crew members, as well as other lia- 
bility for injuries to the crew mem- 
bers and the stevedores. 

Owner of Cargo on Vessel. The 
Open Cargo policy with insuring 
conditions Free of Particular Aver- 
age will respond in full for the par- 
tial loss to cargo by fire. The war- 
ranty is “opened” by the fact that 
fire broke out on board the vessel 
and caused the loss. The same would 
have been true had stranding, sink- 
ing, or collision caused the damage. 
Hence, the average conditions do 
not restrict the response of the in- 
surer when one or more of these 
perils causes the loss, but do elimi- 
nate liability for partial losses result- 
ing from other perils. (In some 
clauses, the warranty is “opened” if 
one of the aforementioned perils oc- 
curs, even though it does not cause 
the loss in question. This is im- 
material here since the cause of the 
cargo loss was specifically stated to 
be fire.) 

Stevedore Co. “S.’ Its Work- 
men’s Compensation policy will re- 
spond for statutory benefits for the 
injured stevedore, provided the pol- 
icy carries the U.S. Longshoremen 
and Harborworkers Act endorse- 
ment. Otherwise the Workmen’s 
Compensation policy will not re- 
spond, and the injured stevedore will 
have redress only through suit 
against the negligent parties. 

From the stated facts the Steve- 
dore Co, “S” is not liable for any 
bodily injury (or property damage) 
and hence its Comprehensive General 
Liability policy is not applicable. 
(d) Owner of Oil Truck, “O.” He 
should have had Automobile Physi- 

(Continued on the next page) 
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cal Damage insurance with Compre- 
hensive and Collision coverage to 
pay for the collision and fire destruc- 
tion of his truck. He should have had 
Workmen’s Compensation insurance 
to provide medical costs and the 
statutory benefits for the burned 
driver. The driver could have had 
personal or family accident, hospital- 
ization and medical expense insur- 


ance to provide weekly indemnity 
and reimburse expenses above and 
beyond the Workmen’s Compensa- 
tion benefits. 

Oil Truck Manufacturer. As pre- 
viously indicated, his M&C Liability 
policy should have property damage 
liability in adequate limits and pro- 
ducts-completed operations coverage. 

Owner of Tractor-Trailer. He 
should have had comprehensive and 
collision coverage in Automobile 
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and services and request 
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destination faster. 
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Physical Damage as part of his Com- 
mercial Automobile policy to pay for 
the destruction of his tractor-trailer. 
Likewise, it would have helped if 
his driver had had commercial A&S 
insurance with its capital sum pay- 
able for death, and in addition ade- 
quate life insurance. 


Owner of Passenger Car #1. He 
should have carried Physical Dam- 
age coverage for comprehensive and 
collision in addition to the Liability 
cover in his Family Automobile 
policy to respond for the damage to 
his auto. With Physical Damage cov- 
erage he would have up to $500 in- 
surance on the rented trailer, ap- 
parently sufficient if it were the usual 
utility trailer as suggested by the 
stated facts. For the personal effects 
and household furniture, he should 
have had a trip transit policy pro- 
viding coverage against collision or 
overturn and fire loss, instead of de- 
pending on the 10% extension of his 
household contents insurance. (If 
he had had a Personal Property 
Floater or the broadest Homeown- 
ers’ form, he would not need the trip 
transit coverage.) The personal ef- 
fects coverage available in the Fam- 
‘ly Automobile policy would not be 
appropriate as it is limited to $100 
any one occurrence and only to prop- 
erty in an owned automobile against 
fire and lightning only. 


He should have had Medical Pay- 
ments coverage to respond for his 
passenger's medical expense, regard- 
less of liability. 

The passenger friend of the owner- 
driver cannot on the stated facts im- 
pute negligence to the owner, so he 
will have to depend on recovery for 
his permanent total disability by suit 
against the owner of the oil truck 

(and/or its manufacturer) , the prox- 
imate cause of his personal disaster. 
Of course, he would have benefited 
had he carried ample personal acci- 
dent, hospitalization, and medical 
expense insurance. 


Owner of Passenger Car #2. He 
might well have had his own per- 
sonal accident insurance, particularly 
to cover any loss of income resulting 
from his injuries. His Combination 
Automobile policy lacks comprehen- 
sive coverage which was not, how- 
ever, necessary in this situation be- 
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cause it is assumed all the $800 
damage is attributable to collision. 

Owner of Bridge. The all-risk 
Bridge policy would have responded 
for the physical damage to the bridge 
and would pay for the repairs less 
any deductible (customarily 1%). 
The Bridge U & O policy would 
have reimbursed the owner for loss 
of revenue subject to the limitations 
of the form used (either daily per 
diem, monthly per diem, or adjusted 
value with 100% coinsurance) and 
after application of the customary 
deductible of 7 days (in effect, a 
waiting period). As it is, the owner 
of the bridge must rely entirely upon 
his ability to recover from the negli- 
gent party. 

Owner of Vessel. He could have 
used “freight insurance” to protect 
himself for loss of earnings occa- 
sioned by the delay in departure due 
to damage to the vessel from insured 
perils. 


QUESTION IV 


An insured carried Business Inter- 
ruption insurance under the Two- 
Item Contribution Form with $200,- 
000 coverage under Item I and 
$40,000 under Item II. His gross 
earnings during the past year were 
$500,000. His ordinary payroll was 
$180,000, but his operations were 
seasonal so that during the quarter 
year of peak operations his payroll 
was $60,000. His heat, light and 
power expense amounted to $20,000, 
and his other expenses totalled 
$250,000. 

At the time of renewal the insured 
stated that he anticipated no material 
change in his operations during the 
ensuing year. When you informed 
him that the Two-Item form had 
been withdrawn, he replied that last 
year you had told him the Two-Item 
form better than the other 
(Gross Earnings) form in his cir- 
cumstances. 


was 


What coverage (form, provisions 
and amount or amounts of insur- 
ance) would you now recommend, 
how did you arrive at the specific 
recommendations you make, and how 
would you explain to the insured 
the consistency of your recommen- 
dation with the statement he at- 
tributes to you last year? 
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Answer 


Let us first analyze the changes that 
require a new recommendation for 
the insured’s business interruption 
coverage. The two-item contribution 
forms and gross earnings forms have 
been reduced from four to two by 
eliminating the two-item forms. The 
limitation for the manufacturer on 
the time to replace raw stock and 
stock in process has been abolished. 
The retention of 10% of the un- 
earned premium on the premium 


adjustment endorsement has been 
abolished, eliminating any penalty. 
While the choice of 50%, 60%, 
70% or 80% coinsurance still ap- 
plies, when either the ordinary pay- 
roll exclusion endorsement or the 
ordinary payroll limited coverage 
endorsement is used, 80% coinsur- 
ance is mandatory, and the premium 
adjustment endorsement may not be 
used, 

If gross earnings is written with- 
out either of these endorsements, 

(Continued on page 126) 
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Overinsurance—from page 3! 


required number of physicians to 
keep pace with our growing popula- 
tion’s needs. Hospitals, already 
crowded, are seeing their facilities 
overused and their costs rise. Over- 
insureds tend to create physical con- 
ditions which require hospital treat- 
ment, and, once hospitalization is 
achieved, the duration of confine- 
ment is lengthened to increase the 
gain from insurers. These rate in- 
creases in hospital costs have in 
several instances led to public in- 
vestigations and inquiries as to 
whether the poorer financial seg- 
ment of our society is receiving 
ample hospital care. 

By furnishing the overinsured 
with a profit incentive, overinsurance 
becomes contrary to public interest 
in that it distorts the functions of the 
insurance mechanism, and further 
violates basic insurance principles as 
we have seen. It unnecessarily in- 
creases premiums through its effect 
on claim frequency and costs. It en- 
courages the overinsured patient to 
demand unnecessary or luxury serv- 


ices and care. It encourages patient 
demands on the practicing physician 
for unnecessary hospital confine- 
ments and unjustified prolonged 
hospital stays. It destroys an individ- 
ual’s incentive to return to work. It 
complicates the hospital credit and 
collection practices with insured 
confinements in those instances 
where multiple coverage results in 
the submission of multiple claim 
forms and overpayment of the hos- 
pital bill through the use of assign- 
ments. Frequently overinsurance 
provides greater benefits for proce- 
dures than are even customarily 
charged by the physician or surgeon. 
Overinsurance also diverts premium 
resources used in buying “excess” 
coverage when such resources might 
be used more effectively and eco- 
nomically to fill other needs in the 
insured’s overall insurance program 
or other necessary living expenses. 


Severity of the Problem 


As to the extent of overinsurance 
today, precise information is not 
available. However, a limited survey 


of the extent of duplicate hospital 
coverage was reported in 1959 by 
the Health Insurance Council. In a 
survey covering about 12,000 pa- 
tients in twelve hospitals in seven 
key cities throughout the country, it 
was determined that about one pa- 
tient in ten had some form of dupli- 
cate hospital coverage. This ten per 
cent average was made up of a range 
of as low as 5.6% in a hospital in 
Tennessee to as high as 16.2% in a 
hospital in California. In this same 
survey, using the amount of hospital 
charges as a measure of overinsur- 
ance, it was determined that of the 
confinements in which there was 
duplicate coverage, 44% resulted in 
some overinsurance. This proportion 
varied from a low of 23.5% in 
Omaha to a high of 67.6% in Indian- 
apolis. It is thus reasonable to as- 
sume that if a similar survey were 
made today, it would reflect the in- 
creasing magnitude of this problem. 
Even though the results of the sur- 
vey are limited in extent and cannot 
be taken as a precise measurement 
of overinsurance, it does appear clear 
that the data developed emphasize 
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the possibility of a serious problem, 
which problem deserves further in- 
vestigation both as to its extent and 
methods of control. 

The development of policy pro- 
visions, which would act as controls 
to be applied at the point of submis- 
sion of a claim, becomes complicated 
by a number of factors: the diversity 
of carriers and coverages involved, 
the influence of inflation in economic 
cycles, and variations in medical care 
charges by geographical area. In ad- 
dition, the ultimate solution must be 
compatible with available administra- 
tive expense budgets as well as claim 
processing procedures. One of the 
major administrative issues to be 
overcome in developing a pro-rate 
solution is the identification of other 
insurance in force at the time of a 
claim. To rely on the insured alone 
to reveal this information obviously 
is inadequate. Perhaps the aid of the 
attending physician and _ hospital 
should be enlisted, although those 
parties perhaps would cringe at ad- 
ditional demands on their time. 
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As to geographical factors, cover- 
age purchased in one area in face of 
a given level of charges would pro- 
duce overinsurance in a lower cost 
area; conversely, the coverage pur- 
chased would fail to meet the in- 
sured’s needs in a higher cost area. 
Inflation has driven hospital costs 
up, a fact of common knowledge. 
This fact, coupled with the mobility 
of the labor force, influences the 
ability of the individual insured to 
raise the benefit level of his insur- 
ance program to meet a predeter- 
mined percentage of his hospital bill. 
As to diversified types of carriers 
and coverages, a solution is made 
more complicated when one remem- 
bers that workmen’s compensation, 
medical payments insurance under 
automobile policies, medical pay- 
ments under personal liability poli- 
cies, and benefits paid under govern- 
mental programs, as well as the 
variations in methods of payment for 
hospital services between the pre- 
payment plans and insurance carriers 
—all must be taken into considera- 


tion in the evaluation of specific 
solutions. 

In the same Wall Street Journal 
article previously referred to, the 
following statement appeared : 
Most of the insurance companies’ 
suspicion arises when a person takes 
out a number of policies, pays per- 
haps a single premium on each 
policy, and then becomes “‘ill.” In 
such cases, the illness may be legiti- 
mate, but, insurance men say, the 
coincidence of a newly bought multi- 
ple coverage often makes them think 
that it is not—or that the illness is 
real, but was known to the patient 
before he took out the policy. 

Another difficulty arises from the 
proposal that a clause be used relat- 
ing earnings to insurance and per- 
mitting recovery of 100% of average 
weekly earnings, as a partial solu- 
tion. Critics of this suggestion, how- 
ever, observe that an. individual’s 
take-home pay would necessarily 
amount to considerably less. Also, 
the return of the unearned premium 
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inherent in all versions of the pro- 
rate provisions presents a particu- 
larly difficult administrative prob- 
lem, which may tend to increase sub- 
stantially the cost of administering 
this provision. These pro-rate pro- 
visions established by the National 
Association of Insurance Commis- 
sioners uniform individual policy 
provisions law also are not applicable 
to Blue Cross and Blue Shield. 


It appears at present that individ- 
ual company efforts toward solution 
must continue to be directed in the 
areas of better underwriting, im- 
proved policy wording, and increased 
investigation of claimants. Until one 
or more associations of companies 
can agree upon a workable plan, the 
current status of overinsurance will 
remain unchanged. What about re- 
quiring a listing of other insurance, 
by company and amount on the ap- 
plication, rendering the policy void- 
able for misstatement? Would this 
be effective if tied in with a new 
policy provision to be used by all 
companies? Or has thought been 
given to asking for a change in in- 
come tax laws to require the report- 
ing of income in excess of losses 
incurred? Could statements of an 
insured within this area conceivably 
be treated as warranties, rendering 
the policy void if incorrect in any 
way? How is the problem handled 
in Canada, England, and European 
countries having well developed 
health insurance institutions ? 


There are some who regard the 
problem as belonging exclusively to 
management of the insurance com- 
panies involved. Admittedly, insur- 
ance regulators have no authority, 
since the law presently permits the 
abuse to continue. The problem is a 
great and growing one, sure to be- 
come even more of a thorn in the 
side of insurers and the public alike 
in the future. The Health Insurance 
Association of America, the Blue 
Cross Commission, and the Blue 
Shield Medical Care Plans organiza- 
tion all deserve support and help in 
achieving a workable solution for all. 
Those industry groups presently 
studying the problem and reporting 
periodically to a committee of the 
National Association of Insurance 
Commissioners have both the duty 
and responsibility of improving the 
use of health insurance, 
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AVOID THE RUSH 


THOSE REPORTS . . . those invoices 
. . . those notices . . . do they have 
to get into the mail tonight? If they 
aren't that urgent, you can do your 
local postmaster and his employees 
a great favor by bringing them to the 
post office during slack hours, earlier 
in the day. Postal employees are 
busy most of the time but, as the 
chart shows, there are certain hours 
when they are faced with huge quan- 
tities of mail. If you can avoid these 
rush periods with your non-priority 


first-class mail, you'll help all the 
mail get there faster. 


Scheduled Mailings 


Volume third-class mailers have 


been doing this for years. They 
check with the U. S. Post Office De- 
partment weeks in advance and 
schedule their mailings to avoid 
rush days and hours. They “pack- 
age” the mail so the post office can 
handle it with a minimum of labor 
and expense. They sort it all accord- 
ing to states and town and, wherever 
possible, by zones. They tie it in 
bundles and put it in sacks, all 
properly tagged by destination. Then 
they deliver it right to the post office 
for postal employees to handle only 
when they aren’t busy with other, 
priority classes of mail. That’s how 
third-class mail has come to be 
known as “deferred” mail, and why 
it goes at a lower rate. 

All third-class mail is easily iden- 
tifiable as such and can therefore be 
readily set aside for handling during 
slack periods. It is, however, im- 
possible for postal clerks to examine 
first-class mail and determine which 
pieces are urgent and which are not. 
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w a boat helped me sell 
Business Interruption!” 


by a New Jersey Insurance Agent 





“An $11,000 premium is a nice piece of business 
.. especially when you’re not counting on it! 


“I had never given much thought to selling 
Business Interruption until Cal Dunlop, Production 
Supervisor of The American’s Trenton Branch 
Office, hinted that one of my present customers was 
a good prospect. Had no luck at first, but Cal kept 
me enthused. 


“Finally, one day I casually mentioned to Cal that 
my customer carried full coverage on his yacht... 
a sure sign that he valued it highly. Cal suggested I 
point out to my client how important the continued 
earnings of his business were in supporting his fav- 
orite pastime. A long shot perhaps. . . but it worked! 


“Of course I didn’t clinch the sale until Cal, along 
with Fire Manager Harry Beers and Claim Manager 
Joe Petritus from The American, helped me explain 
all the details of the form to my client and set his 
mind at ease on some of the finer points of the cover- 


AUTOMOBILE + BONDS + BURGLARY + FIRE & ALLIED LINES 


age. It’s mighty important to have highly skilled 
men like them around when you need them. They’re 
part of the reason I’m doing more and more business 
with The American!” 


You, too, can help yourself to extra income by 
taking advantage of The American's fine reputation, 
multiple line facilities and excellent branch office 
services ... offering authoritative underwriting, 
prompt policy-writing, expert engineering, pre- 
mium auditing and speedy claim attention. Con- 
tact your closest branch office. Let us prove to 
you that The American means business ... MORE 
BUSINESS FOR YOU. > 
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Arbitration—from page 59 


Now let us take a brief look at 
what probably is a more real and 
serious problem confronting insur- 
ance companies—enforceability of 
the policy requirement that disagree- 
ments on liability and damages be 
arbitrated. We must undertake 
consideration of this problem with 
a recognition of the fact that the 
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arbitration provisions relating to 
uninsured motorists coverage con- 
stitute an agreement to arbitrate 
future disputes, and that such agree- 
ments are abhorrent to the common 
law as attempts to deprive courts 
of law or equity of jurisdiction, 
particularly when they encompass 
issues of legal liability. The result 
is that courts adhering to the com- 
mon rule in this respect cannot be 
expected to provide assistance in 
enforcing the arbitration agreement, 
and the courts in some such juris- 
dictions have already refused to do 
so. Two states which make the in- 
clusion of uninsured motorist cover- 
age mandatory in all automobile 
liability insurance policies, South 
Carolina and Virginia, have statu- 
tory prohibitions against the inclu- 
sion of provisions for arbitration of 
any aspects of claims under this 
coverage. In addition, in Illinois the 
option to arbitrate is reserved only 
to the insured by Insurance Depart- 
ment directive based on the case 
law of that state. 


No Problem 


There is, of course, no problem 
in the 19 states which have enacted 
statutes authorizing contractual 
agreements to arbitrate future dis- 
putes. These states are: Arizona, 
California, Connecticut, Florida, Ha- 
waii, Louisiana, Massachusetts, 
Michigan, Minnesota, New Hamp- 
shire, New Jersey, New York, Ohio, 
Oregon, Pennsylvania, Rhode Is- 
land, Washington, Wisccnsin and 
Wyoming. 

The supreme courts of two addi- 
tional states, Colorado and Nevada, 
have judicially decreed that agree- 
ments to arbitrate future disputes 
are valid and enforceable. There 
may be like decisions in some other 
jurisdictions of which I am not 
aware.® There also is some case 
authority in Texas suggesting that 
settlement of disputes by arbitration 
is encouraged in that state by both 
a constitutional and some statutory 
provisions, although the precise 
question of the enforceability of 
agreements to arbitrate future dis- 
putes, as distinguished from exist- 


6 Ezell vs. Rocky Mt. Bean and Elevator Co., 
232 Pac. 680. United Assn. of Journeymen and 
Apprentices vs. Stine,.351 Pac. 965. 


7 Ferguson vs, Ferguson, 110 S.W. 2nd 1016, 





ing disputes, does not seem to so 
far have been squarely decided by 
the courts of that state.” 

The reported case law leaves much 
to be desired with respect to the 
legal status of agreements to arbi- 
trate future disputes in those juris- 
dictions still adhering to the common 
law principle. Although agreements 
of this kind have loosely been termed 
void in a number of states, the more 
general rule seems to be that, under 
the common law, such agreements 
are merely voidable at the election of 
any party and the courts will not 
give aid in enforcing them or con- 
tractual provisions which make ar- 
bitration a condition precedent to 
litigation of the issues, These 
courts take the position that under 
the common law they cannot aid in 
enforcing executory contracts to 
arbitrate, but will give support and 
effect to executed arbitration con- 
tracts. The general rule in this re- 
spect has been well expressed by 
the North Carolina Supreme Court 
which said: “At any time before an 
award is rendered, either party may 
elect to breach his contract to arbi- 
trate. After the agreement to arbi- 
trate has been consummated by an 
award, there can be no revocation.” ® 
To my knowledge, the courts of 
only two states, Maine and Ne- 
braska, have specifically held awards 
of arbitrators on executed arbitra- 
tion contracts invalid and unenforce- 
able.® 


Resolving Difference - 


How can the parties resolve their 
differences as to liability or damages 
in states that adhere to the common 
law rule? What can happen in such 
jurisdictions? The answer to these 
questions is perhaps best provided 
by what has already happened in 
at least two states, Oklahoma and 
South Carolina. In the Oklahoma 
case, the insured and the insurance 
company were unable to agree on 
settlement of the insured’s claim un- 
der the uninsured motorists coverage 
and the insurance company made a 
demand for arbitration which was 


(Continued on page 74) 


8 Skinner vs. Gaither Corp., 67 S.E. 2nd 267. 


9 Contract vs. Arsenault, 111 Atlantic 578. 
Rentschler vs. Mo. Pac. Railroad Co., 253 N.W. 
694. 
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Employer Problems of Paying Double 
Solved by Group Salary Continuance Plan! 


Continental Develops New Concept of Long Term Protection 





Serious Problems—At Long Last Solved! 
How long to keep an employee on the pay- 
roll after he is incapacitated—while at the 
same time paying a salary to the one who 
replaces him, this has long been a serious 
problem for management. 

While his employer worries about this, 
the man who is ill or injured is worrying 
about what will happen after he is no longer 
being paid but still cannot go back to work. 

You, the producer, can solve these problems 
and lift the burden of worry from both 
management and employees, by showing 
them the advantages of Continental’s Group 
Salary Continuance Plan. 





Equally Suitable for Small or Large Groups 
Here’s a group plan that doesn’t require 
you to be a group specialist . . . a group 
policy that will appeal to agents and brokers 
everywhere! It can be offered to groups as 
small as 15 people . . . and it’s so straight- 
forward in its appeal that most producers 
regardless of their previous experience find 
it very easy to understand, and smooth 
Gita mame tuaeumen a. a a by A happy employer thanks a Continental Agent for arranging a Group Salary Continuance Plan. 
Continental is a new concept in income = Group Salary Continuance is just one of a long line of easily salable Conti- 
protection. It is long term coverage which ee : 
can be paid for either by the employer, or nental Casualty Policies. Watch this page every month for news about 
the employee, or shared by both. other profit makers. 

It answers a vital need, brings satisfaction 
to employer and employee alike, and is 
bound to build and improve morale. 


FOR DETAILS ON CONTINENTAL’S GROUP , BIN-10 
SALARY CONTINUANCE PLAN, SEE YOUR Room 2802, 310 S. Michigan Ave., Chicago 4, Illinois 

NEAREST CONTINENTAL AGENT OR BRANCH (C0 Please send full details on your Group Salary Continuance Plan 
REPRESENTATIVE, OR FILL OUT AND MAIL 


THE COUPON. () | am interested in an agency appointment 
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rejected by the insured and her at- 
torney. In the South Carolina case, 
the insurance company, following 
investigation, decided that the fault 
for the accident rested with its in 
sured and paid the claim of the un- 
insured motorist. Thereafter, when 
the insured made a claim under the 
uninsured motorist coverage, the in- 
surance company declined to make 


rough the years 
since 1799—agents have 
been pleased with 


the friendly cooperation 


of Providence Washington. 


You do well when you sell 
PROVIDENCE 
WASHINGTON 


THE COMPANY WITH 
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20 Washington Place 
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any payment on the ground that it 
was not legally liable for his dam- 
ages. 

The remaining facts in both cases 
are essentially the same. In each 
case the insureds proceeded with 
suits against the uninsured motorist, 
carefully complying with the policy 
requirement of giving notice of such 
suits to the insurer and supplying 
the insurer with copies of the plead- 
ings. In both cases the insurers noti- 
fied the insured that they were not 
consenting to these suits and that 
if they were reduced to judgment 
against the uninsured motorist there 
would be a violation of the policy 
terms relieving the insurers of any 
payment obligation. Both suits were 
prosecuted to judgment against the 
uninsured motorists. In the South 
Carolina case the judgment against 
the uninsured motorist was by de- 
fault. The opinion in the Oklahoma 
case does not clearly indicate 
whether the uninsured motorist de- 
fended himself. 


Judgments Granted 


Having obtained the judgments 
against the uninsured motorists, the 
insureds then sued the insurance 
companies under the uninsured mo- 
torist coverage of their policies. In 
both cases the courts granted judg- 
ments against the insurance compa- 
nies. Both essentially held that inas- 
much as the arbitration conditions of 
the policies were unenforceable, the 
companies could not rely on the ex- 
clusion relating to suits by the in- 
sured against a tort feasor without 
the company’s consent, nor the con- 
dition making compliance with the 
policy terms a condition precedent 
to suit against the company, on the 
theory that giving effect to either of 
these policy provisions would leave 
the insured without any remedy to 
compel performance of its insurance 
contract by the companies. The 
courts in both cases also held that 
the judgments against the uninsured 
motorists were determinative both 
of the legal liability of the uninsured 
motorists and the amounts recover- 
able by the insureds.’” 

The somewhat precarious position 
of the insurance companies in these 

10 Boughton vs. 


Pac. 2nd 1085. 
S.E. 2nd 867. 


Farmers Ins. Exchange, 
Childs vs. Allstate Ins. Co., 


jurisdictions is particularly well il- 
lustrated by the result in the South 
Carolina case in which the insurer 
not only paid the damages sustained 
by the uninsured motorist, but also 
was ultimately required to pay its 
insured his damages without any ap- 
parent means of defending itself 
against the default judgment ob- 
tained by the insured. 


The provision requiring notice to 
the insurance company of any suit 
against a tort feasor is admittedly 
designed to give the insurance com- 
pany an opportunity to protect it- 
self. How can it do this? There is 
nothing in the decided cases that 
even attempts to suggest that the in- 
surance company is not privileged to 
participate in the action against the 
uninsured motorist. But will partic- 
ipation with the insured provide ade- 
quate protection to the insurer, at 
least on questions of liability, when 
the uninsured motorist defaults? In 
the absence of an enabling statute, 
can the insurer legally undertake to 
defend the uninsured motorist at its 
expense? So far only the legislature 
of Virginia has recognized the prob- 
lem confronting the insurance com- 
panies by enactment of legislation 
expressly requiring service on the 
insurance company of copies of 
process in a suit by an insured 
against an allegedly uninsured mo- 
torist, and authorizing the insurance 
company to put in a defense for the 
uninsured motorist even without his 
consent. 


The overall consequences so far 
actually have not been as serious as 
they may sound. This is perhaps 
best attested by the fact that the 
Accident Claims Tribunal of the 
American Arbitration Association 
arbitrated 646 claims under this 
coverage last year, a very substantial 
number of them in states that adhere 
to the principles of the common law 
with respect to agreements to arbi- 
trate future disputes. The Ameri- 
can Arbitration Association reports 
that the demands for arbitration in 
almost all of the cases—well over 
90% of them—were made by in- 
sureds claiming the benefits of un- 
insured motorists coverage rather 
than by the insurance companies. As 
already pointed out, most courts will 


(Continued on page 76) 
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Better change your records! 


The Consolidated Companies are now located in the 
STRONGIN BUILDING, 345 Adams Street, Brooklyn 1, N.Y. 


As specialists in casualty insurance, all of our home office 
facilities are now ready to serve you more efficiently than ever, 
from new, greatly enlarged quarters. Why not call us soon... 
for the same competent and courteous underwriting and claims 
service which you have always enjoyed... but right now... 
better change your records. 


BRANCH OFFICES IN PRINCIPAL CITIES ACROSS THE NATION 


THE CONSOLIDATED COMPANIES 
HARRY STRONGIN, Choirman 
CONSOLIDATED MUTUAL INSURANCE COMPANY 
LONG ISLAND INSURANCE COMPANY 
345 Adams Street * Brooklyn 1, New York 
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enforce an executed arbitration con- 
tract even under the common law 
rule in the absence of a formal sub- 
mission, such as a submission being 
implied by the demand of one party 
and participation in the arbitration 
voluntarily by the other. 


Things to Come 


But the pattern of “things to 
come” has started to take shape. We 
would be rather naive to assume that 
the number of successful objections 
to arbitration of disagreements will 
not increase. We can be sure that 
as more attorneys representing in- 
sureds with claims of no or very 
questionable merit become better 
educated, little opportunity will be 
lost in trying to put the insurance 
companies at a disadvantage by su- 
ing fhe uninsured motorists and 
hoping to obtain judgments by de- 
fault. What can be done about this 
prospect ? 

The course is still relatively un- 
‘tharted and I don’t pretend to know 
all of the answers. I am sure that 
no one plan of action will prove 
equally effective in all of the com- 
mon law rule jurisdictions. I do, 
however, have a few possibilities to 
suggest: 

1. Enactment of legislation authoriz- 
ing atid giving vitality to contractual 
agreements to arbitrate future dis- 
putes. Model legislation of this kind 
has been recommended by the Na- 
tional Conference of the Commis- 
sioners on Uniform State Laws, ap- 
proved by the House of Delegates 
of the American Bar Association, 
and has the support of the American 
Mutual Insurance Alliance. That 
such. legislative proposals may have 
a “rocky road” is well reflected by 
the bills offered in four states so far 
this year expressly proposing to 
prohibit any arbitration requirement 
under uninsured motorist’s cover- 
age. Three of these bills have died 
with the adjournments of the legis- 
latures; the other is still pending. 
2. Obtaining execution of written 
agreement by the insured immedi- 
ately upon development of any dis- 
agreement in the course of settle- 
ment negotiations for submission of 
the disagreement ‘to arbitration. 
Such agreements are enforceable in 
many jurisdictions under the general 
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rule relating to contractual agree- 
ments for arbitration of existing 
disputes. It is suggested that the 
possibilities of this means of fore- 
stalling litigation of liability and 
damage questions be not overlooked 
in any common law state. 

3. The possibilities of declaratory 
judgment proceedings likewise 
should not be overlooked. I am not 
unmindful of the fact that actions 
to determine an insurance company’s 
payment obligations predicated on 
the legal liability of an uninsured 
motorist and the measure of an in- 
sured’s recoverable damages may 
not be maintainable under all de- 
claratory judgment statutes. It 
would seem that such actions prob- 
ably could be maintained in those 
jurisdictions which have held that 
the availability of other remedies 
does not prevent utilization of de- 
claratory judgment procedure for 
determining rights and liabilities un- 
der an insurance contract. 

4. Legislation of the Virginia type, 
giving insurance companies the right 
to defend actions against uninsured 
motorists on their merits, would 
certainly seem better than nothing if 
legislation giving legal effect to 
agreements for arbitration of future 
disputes is not obtainable. 

In conclusion, I can only suggest 
that while the agreement to arbitrate 
disputes is an “old ship,” we are 
sailing with new charts which still 
require each skipper to set his course 
on each voyage without many navi- 
gational aids. Often the best he will 
be able to do in deciding his course 
in any case is to look to those com- 
mercial or labor arbitration rules 
which may exist and apply to the 
jurisdictional sea involved. They 
will supply at least minimum guides 
to what he may expect to encounter. 


SEEKS TEST OF N.C. LAW 


Tue Senate ANTI-TRUST subcom- 
mittee has recommended that the 
Justice Department test, in the 
courts, the recently-passed North 
Carolina law which prohibits devia- 
tions in automobile liability rates in 
that state. The subcommittee criti- 
cized the law as the final step in the 
elimination of competition in this 
area, 


UNDERWRITING POOL 


Tue Devco Murtvat Association 
has been formed as a voluntary as- 
sociation to handle large preferred 
fire risks by eight deviating agency 
mutuals, Each of the companies has 
assets of at least $5 million and sur- 
plus of at least $2 million and to- 
gether they have over $148 million 
in assets and $43 million in surplus. 
It is expected that $250,000 will be 
the minimum policy written. With 
headquarters in Media, Penna., the 
association will operate in Delaware, 
Florida, Indiana, Maryland, Michi- 
gan, New Jersey, North Carolina, 
Ohio, Pennsylvania, Virginia, West 
Virginia, Wisconsin and the District 
of Columbia. David W. Bonney, 
former assistant secretary and chief 
engineer of the Mutual Fire Inspec- 
tion Bureau of New England, is gen- 
eral manager and Arthur A. Alder- 
for, president of the Harleysville In- 
surance Companies, chairman of the 
governing committee. The member 
companies of the association are: 
Badger Mutual Insurance Company, 
Celina Mutual Insurance Company, 
The Harford Mutual Insurance Com- 
pany, Harleysville Mutual Insurance 
Company, Lititz Mutual Insurance 
Company, Meridian Mutual Insur- 
ance Company, Pennsylvania 
Threshermen and Farmers Mutual 
Casualty Insurance Company and 
Shelby Mutual Insurance Company. 


DOUBTFUL SOUNDNESS 


ACCORDING TO AN article in the 
New York Journal of Commerce, 
the British and Overseas Insurance 
Company and the Majestic Insur- 
ance Company, both of Great Brit- 
ain, have been described as of 
“doubtful soundness” by the Califor- 
nia Insurance Department. The 
department notes that the companies 
are not insolvent but that its infor- 
mation indicates the British and 
Overseas has several areas of doubt 
as to the soundness of its financing 
and that the Majestic reinsures a 
major part of its business with Con- 
tinental insurers on whom sufficient 
financial data has not become avail- 
able. The companies were used by 
surplus lines brokers although the 
British and Overseas is no longer 
being utilized. 
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How they won fame and fortune 


Each of them was a man even as you and I|— 
a man whose sterling qualities went largely 


unrecognized at home. Then by devious means 
(friends, competitors, trade press) they learned 
about Insurance Company of North America’s 
new Golden Package Policies. 





the INA Golden Package way 


Their lives were transformed! They enthralled 
prospects on every hand with sales talks on 
the broader protection and built-in economy 
of the Golden Packages. Word spread and 
their production soared, winning them suc- 
cess in business, stature at home. 


INA Golden Packages, tailor-made for per- 
sonal and commercial accounts, offer you 
the same hope of glory. There are ten big 
packages available now, more coming all 
the time. Your INA fieldman would relish a 
chance to tell you all about them. 


FOR THE MOST PROFITABLE PAGE YOU’VE EVER TURNED, TURN PAGE = 
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10 WAYS TO WIN NEW LOVE, HONOR AND OBEDIENCE 


If they’ve come to think of you at home as “Good old Dad,” here’s a wonderful opportunity to 
change their minds. The profits you amass from selling INA Golden Packages will have the 
family dancing attendance upon you. How has Insurance Company of North America won 
leadership in the “package” field? By ingenuity, by fine claims service, by “writing new rules,” 
by incorporating wrinkles like the INA-matic Pay Plan, by lending support in depth to the 
agents—but primarily by producing products like these ten: 





1. HOMEOWNERS Many kinds of liability, property protection in one package. Efficiency 
cuts cost. INA Homeowners is the original policy of its kind. 


2. MOTELS Another INA “first.” Covers the motel owner against virtually every hazard he 
faces in the conduct of his business, offers him a big saving in cost. 


3. APARTMENT OWNERS, OFFICE BUILDINGS both packages provide 


generous protection, minimum exclusions, maximum extensions—and savings up to 15%. 


4. LIFE Broad coverage, convenient pay plans make these Golden Packages especially 
attractive to the prospect. Agents report great success in selling them to Homeowners clients. 


5. INA-CHAMPION, FAMILY AUTO These INA packages give more coverage and 


are more liberal in certain respects than most competitive contracts. 


6. FUNERAL DIRECTORS Typical of Insurance Company of North America packaging 


ingenuity, this unique policy has scored a hit. Case histories repeatedly proved a need for 
this economical, efficient coverage. INA supplied it. 


7. SCHOOLS, CHURCHES Broad coverage, attractive economy. Prospects benefit 


from INA’s long experience in insuring church and school properties. Available soon. 





8. BIG TOP Best known excess plan, Big Top is synonymous with the experience, flexi- 
bility and capacity of INA. Best recommendation for Big Top is a list of the major firms that 
carry it. (We'll supply it on request.) 


9. INA EXECUTIVE, INA PROFESSIONAL Newest in the line, these apply 


the Big Top principle to personal coverage, providing excess protection for the high-income 
individual ... owner, sole proprietor or professional man. 


10. HEALTH the efficiency and economy of all Golden Packages make the best argument 
for these accident and health programs. (It’s an argument that has proved effective.) 
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Retaliatory Insurance Taxation 
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ost sTup1Es of retaliatory laws 
in insurance company taxation 


emphasize the legal aspects of the 
laws, leaving in a secondary position 
the evaluation of the laws from the 
standpoints of the insurance com- 
pany and the states. Although a 
strong case on moral grounds can 
be made against the retaliatory laws, 
it is recommended that the present 
laws be preserved and that the other 
states enact such laws. Retaliatory 
legislation is one of the few methods 
left by which the insurance industry 
may protect itself against further in- 
creases in taxes levied by state and 
local governments. 


Two Forces 


Two forces help to keep a brake 
on the total taxes paid by the insur- 
ance companies : the “in lieu of” pro- 
visions and the retaliatory laws. The 
purpose of the “in lieu of” provisions 
is to keep additional types of taxes 
from being imposed, and the pur- 
pose of the retaliatory statutes is to 
restrict total dollars paid under ex- 
isting tax statutes. 

The retalitary statutes provide as 

follows : 
The retaliating states say to all other 
states—if you tax or regulate our 
insurance companies in excess of the 
standards that we have set up for 
your insurance companies, we shall 
tax or regulate yours here by the 
the same degree.? 


Conflict Between States 


It should be noted that the con- 
flict is between states and not be- 
tween domestic and foreign compa- 
nies in the same state. Given the 
existence of domestic companies, the 
effect of this type of statute is to 
subject the companies to retaliation 
in other states because the home 
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state taxes companies from other 
states at a high rate. Hence, the 
domestic companies under retalia- 
tion bring pressure to bear on their 
own state to keep the foreign rates 
low. 

This study does not dwell on the 
theoretical difference between retali- 
ation and reciprocity. Rather, the 
study merely points out that approxi- 
mately 4 of the 52 states (includ- 
ing Puerto Rico and the District of 
Columbia) being considered have 
effective retaliatory laws. One state, 
Wisconsin, has a reciprocal law, and 
the other states have neither retali- 
atory nor reciprocal laws. 

The reciprocal law in Wisconsin * 
has been virtually nullified for cer- 
tain lines of business. Foreign com- 
panies pay on the basis of the taxes 
imposed by the laws of their home 
states upon Wisconsin companies 
rather than on the other basis. But 
since there is a minimum tax on fire 
and marine lines of 34 of 1 per cent 
of gross premiums, plus the 2 per 
cent fire department tax on fire lines, 
there is in effect a nullification of 
any advantage to be gained from the 
reciprocal provision for fire compa- 
nies, except for the few states that 
have rates higher than 234 per cent. 
(This minimum does not apply to 
life, casualty, and surety lines. ) 


Purpose 


The purpose of the retaliatory 
laws is two-fold. For those states 
that have domestic companies, the 
purpose is to protect the domestic 
companies while operating in other 
states. For those states that have 
relatively few domestic companies 
operating outside their own borders, 
the purpose is to raise revenue. 

For purposes of illustration, as- 
sume that Illinois is the home state 
of an insurance company. When 
Illinois companies operate in other 
states and the other states have com- 
panies operating in Illinois, the re- 
taliatory law provides that if the 
other states tax Illinois companies at 
a higher rate than the one which 


Illinois applies to out of state com- 
panies, then Illinois will tax compa- 
nies of the other states operating in 
Illinois, on the same basis as its com- 
pany was taxed out of state. This 
process is nothing more than the ap- 
plication of the doctrine of “an eye 
for an eye.” 


Special Situations 


In the case of a state with few 
domestic companies operating out- 
side its borders, the protective fea- 
ture of the retaliatory law is not ef- 
fective for the reason that there are 
no companies from that state to re- 
taliate against in other states. In 
such a case a retaliatory law is used 
for raising revenue. If a state with- 
out domestic companies charges 2 
per cent to foreign companies and a 
foreign company doing business in 
that state is from a state that charges 
foreign companies 4 per cent, then, 
other burdens being equal, that com- 
pany will pay 4 per cent to the state, 
because of the retaliatory law, rather 
than the 2 per cent rate on foreign 
companies in the premiums tax law. 
Thus, more revenue is raised for the 
state with the retaliatory law. 

Retaliatory laws are generally ap- 
plicable to “similar” impositions and 
bases, to taxes levied on insurance 
companies as insurance companies, 
and to compulsory payments. The 
question of what is a similar impo- 
sition or a similar base has raised 
many problems. 

When deciding whether or not re- 
taliation should be invoked against 
a company of another state, the re- 
taliating state must first decide if the 
two states have similar impositions. 
If the tax base is not the same, it is 
difficult, if not impossible, to admin- 
ister effectively a retaliatory statute. 
For example, if one state has an 
ocean marine profit tax and the other 
state taxes the ocean marine busi- 
ness under the gross premiums tax, 
it is difficult to determine which state 
has the higher tax. It cannot be 
said that a premiums tax on ocean 
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marine business will be a greater or 
lesser burden than a profits tax. In 
some years, some companies might 
be paying under the retaliatory law, 
and, at the same time, other com- 
panies from the same state will be 
paying under the premiums tax law. 

If state “R” (the retaliating state) 
were to tax insurance companies at 
$25 per agent, and state “A” were 
to tax at the rate of 1 per cent of 
premiums, it could not be said that 
state A would tax more (or less) 
than state R. One agent from state 
R operating in state A might incur 
less than $25 of taxes due, while an- 
other agent might incur more than 
$25. 

In the case of State v. Continental 
Insurance Company, the Indiana 
Supreme Court held that, because 
there was a different base in each 
state (the Indiana law provided for 
the deduction of losses paid within 
the state, whereas New York did 
not allow this deduction), the tax 
could not be compared, because the 
retaliatory law demands “like for 
like.” This decision in effect nulli- 
fied the Indiana Retaliatory Law.* 


Problems of Comparison 


Problems incident to an attempt 
to compare ocean marine profits tax 
with gross premiums tax, the agent’s 
license problem, and the Continental 
Insurance Company case serve to 
illustrate that, in order to impose the 
Retaliatory Law, there must be simi- 
lar impositions or bases, 

The Retaliatory Law is ordinarily 
imposed only when a tax is levied on 
an insurance company as such, or in 
a case in which an income or fran- 
chise tax is levied on all businesses. 
That is, a sales or use tax levied on 
everyone alike is, with minor excep- 
tion, not figured in the retaliation. 

When calculating how much tax 
has been paid to another state, 
amounts paid for voluntary assess- 
ments are not included, For ex- 
ample, in the Firemans Fund Case,> 
the company wanted to take credit 
for assessments made to the Boston 
Fire Insurance Patrol. The court 
ruled that this credit was not allowed 
since contributions for the upkeep 
of the Patrol were voluntary as far 
as the state was concerned. 

Since an interpretation of the 
laws is involved in the problems and 
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questions raised here, the constitu- 
tionality of the laws is examined very 
briefly. Even though retaliatory laws 
do not violate the federal Constitu- 
tion, they may violate the constitu- 
tion of the state which enacts the 
statute. 

Although the status of retaliatory 

laws was not specifically discussed in 
the South-Eastern Underwriters As- 
sociation® decision, many states 
feared that the various state insur- 
ance tax laws would be declared dis- 
criminatory. Consequently, there 
were many changes in the state laws 
during the year following that de- 
cision. Kastner, in the American 
Life Convention Annual Report for 
1945, stated that 19 states took steps 
to equalize rates during the year, and 
14 states repealed their retaliatory 
tax laws.’ However, after the Mc- 
Carran Act and the Benjamin De- 
cision in South Carolina, the issue of 
discrimination was no longer raised, 
and most retaliatory tax laws were 
definitely considered not to violate 
state constitutions.* In at least one 
state, however, the law has been de- 
clared unconstitutional because of 
that particular state’s constitution. 
According to McCombs : 
In 1931 the Supreme Court of Ala- 
bama held that Section 8363 of the 
1923 Alabama Code was unconstitu- 
tional. Section 825 of Title 51 is 
similar and perhaps identical with 
the 1923 statute and hence is uncon- 
stitutional. Opinion of the attorney- 
general, Oct.—Dec., 1943, p. 18.° 

Although the Indiana Retaliatory 
Law has not been declared uncon- 
stitutional, it has in effect been nulli- 
fied because Indiana is the only state 
that allows the deduction of losses 
paid within the state when gross 
premiums are being figured. This 
imposition is not similar to the im- 
positions of other states. 


Significant Components 


There are four important provi- 
sions to be considered in a retalia- 
tory law: permissive versus manda- 
tory enforcement, aggregate versus 
item-by-item calculation, provision 
for local taxes, and inclusion of se- 
curity fund taxes. 


Permissive vs. Mandatory Enforce- 
ment 


Colorado is an example of a state 
having a permissive rather than a 
(Continued on the next page) 
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mandatory retaliatory law. This is 
accomplished through the words: 

. the same taxes and fees in the 
aggregate, fines, penalties, deposits, 
examination, obligations, and _ re- 
quirements may be imposed by the 
commissioner upon all insurers do- 
ing business in this state... .1° 

The more common method is the 


mandatory enforcement, as exempli- 


fied by the retaliatory law in the 
state of Illinois. This law states: 
. and all such companies, 

shall be required to make deposits, 
pay penalties, fees, charges and taxes, 
in amounts equal to those required in 
the aggregate for like purposes of 
Illinois companies doing business in 
such state... 1 

It is important for the retaliatory 
law to be on a mandatory rather than 
on a permissive basis if the law is 
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| gregated., 


to be effective in holding down 
taxes. 


Aggregate vs. Item-by-Item Com- 
putation 


The second important part of a 
retaliatory law is the method of com- 
putation. This part has been sub- 
jected to court interpretation many 
times. In the Hobbs Case, although 
the statute involved did not use the 
terms “aggregate” or “total,” it was 
held that the aggregate of all Kansas 
taxes must be compared with the 
aggregate taxes in the other states 
to determine if retaliation was in 
order.'? 

While most states use the aggre- 
gate approach, Utah is an exception. 
In Utah, retaliation is imposed 
when taxes in larger amounts or at 
higher rates are imposed by the for- 


r eign state.’ 


A Departure 


Although some retaliatory laws 
actually specify “aggregate,” at- 
tempts have been made to impose 
the laws on an item-by-item basis. 
In one state, retaliation was imposed 
against fees and then credit was 
given under the total taxes. The 
net effect on the insurance compa- 
nies of this approach was that the 
companies did not have to pay any 
more than if the total amount had 
been aggregated. Apparently the 
reason for this departure was that 
the insurance department received 
its funds from the fees, and the re- 
taliatory taxes went into the general 
fund of the state. 

The problem of aggregate versus 
item-by-item computation is not al- 
ways clearly defined. The Texas re- 
taliatory law poses a problem of in- 
terpretation. The provision states: 

. taxes, licenses, fees, fines, pen- 
alties, deposit requirements or other 
obligations, prohibitions or restric- 
tions are imposed . . . which, in the 
aggregate are in excess of the ag- 
gregate of taxes, licenses, fees, fines, 
penalties, deposit requirements or 
other obligations, prohibitions or re- 
strictions. . . .'* 

Here it is difficult to see how the 
“taxes and other obligations, prohi- 
bitions or restrictions” can be ag- 
The purpose of the aggre- 
gate computation is to come up with 
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a total dollar amount which is then 
compared with the total dollar 
amounts under the requirements of 
the other state. But non-monetary 
requirements cannot be added with 
dollar amounts. 


Problem in Interpretation 


Occasionally a problem arises in 
interpretation, even when the law 
specifically specifies aggregate com- 
putation. Illinois had a problem of 
this type in 1958, in which the in- 
terpretation of the words “in the 
aggregate for like purposes” was sub- 
ject to dispute.’® The insurance de- 
partment, imposing the tax, stressed 
the words “for like purposes” and 
tended to ignore the word “aggre- 
gate.” The original purpose of the 
words “for like purposes” was to 
exclude from retaliatory computation 
taxes such as ad valorem taxes and 
other general taxes unrelated to the 
insurance business. The court de- 
cided that the word “aggregate” is 
the dominating consideration and not 
“for like purposes.” With reference 
to the practical problems of aggre- 
gating impositions, the court went on 
to say, “the argument that it is ad- 
ministratively difficult of application 
appears to be more imaginative than 
real.” 


Provision for Local Taxes 


The provision for local taxes is 
not so involved as is the computa- 
tion. Some retaliatory laws, such as 
the law of Oklahoma, specifically re- 
fer to local taxes in the retaliatory 
law. The Oklahoma statute pro- 
vides : 

. any tax, license or other obli- 
gation imposed by any city, county, 
or other political subdivision of 
state or foreign country on Okla- 
homa insurers or their agents shall 
be deemed to be imposed by such 
state or foreign country within the 
meaning of this section.'¢ 

Other retaliatory statutes do not 
specifically refer to local imposi- 
tions. It is to the advantage of the 
insurance company to have specific 
reference to political subdivisions in 
the retaliatory law, since this refer- 
ence helps to keep down the total 
amount of taxes.!* 

Sometimes local taxes are credits 
against the state taxes; in such cases 
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the local taxes do not add to the 
burden.’® Nevertheless, the problem 
of allocation to the taxing districts 
can prove very costly. 

In 1951 Nebraska changed its 
method of taxing fire insurance com- 
panies in its various political subdi- 
visions. Prior to this time the sub- 
division taxed the companies as it 
saw fit, with some rates running as 
high as 13 per cent. Because of re- 
taliatory pressures put on the do- 
mestic companies operating in other 
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states, the insurance industry was 
successful in convincing the legisla- 
tors to levy a flat 2 per cent rate on 
foreign companies. According to the 
National Underwriter: 

The bill was favored by several of 
the domestic fire companies, which 
wished to be relieved of a high retali- 
atory tax. It met with opposition 
from some domestic companies do- 
ing business only in Nebraska, and 
from the local governments. . . .% 
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According to a study made in 
1958, there are several reasons why 
retaliation on municipal taxes and 
fees presents unusual problems: 

(1) The municipal taxes and fees in 
a state do not constitute a simple, 
specific over-all tax levy, like a state 
tax at 2 per cent, but can be a mul 
titude of exactions, differing in rate 
or amount by community, county, 
parish or district. 

(2) Such levies can be upon the 
company, directly upon the agent of 
the company, or upon both. 
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(3) Such levies can be by almost 
any municipal division of the state 
such as city, village, town, county 
or parish and in one isolated in- 
stance, by a school district. 

(4) The question of the legality of 
retaliation against such municipal 
levies under the normal retaliatory 
law. 

(5) The difficulty of obtaining ac- 
curate information for use as a basis 
of retaliation. 

(6) Normal human reluctance of 
state department personnel to under- 
take difficult added burdens of ad- 
ministration when most departments 
are even now understaffed. 

(7) Normal apprehension on the 
part of domestic company personnel 
that such retaliation, even if legal, 
may provoke reprisals and antago- 
nisms,”° 

The Raynoha study points out that 
Virginia has solved the first prob- 
lem (that of computation) to a cer- 
tain extent: 

... Virginia obtains the aggregate 
payments from its companies for 
municipal levies and such other 
states in the direct premiums writ- 
ten therein and then obtains the per- 
centage ratio thereof. This percent- 
age rate (sic?) is then imposed as 
an added retaliatory levy upon the 
companies doing business in Vir- 
ginia domiciled in states which have 
municipal levies. We noted Virginia 
establishes two separate ratios for 
each such state, one being for life 
and the other for fire and casualty.”? 

Harold Leavey commented on this 
practice in reference to the states 
of Connecticut, Maryland, and New 
Jersey where, “the practice has been 
criticized as not being precisely ac- 
curate and being arbitrary, but it 
does seem to be practical.” 2? Until 
a better way is found, this is prob- 
ably the better method. 

The taxes listed in the retaliatory 
statutes discussed thus far are those 
that are imposed either for revenue 
purposes or for regulatory purposes. 
Security funds also fall under re- 
taliatory statutes. 


Security Funds 


Security fund taxes are levied not 
for purposes of a tax but for the 
benefit of policyholders and hence 
are in effect trust funds rather than 
impositions on the insurance compa- 


nies. In spite of this characteristic 
of the taxes, it is to the benefit of the 
insurance industry to include these 
funds in the retaliatory computation. 
If they are not included in the re- 
taliatory computation, there is less 
reason for the domestic insurance 
companies operating outside the bor- 
ders of their states to bring pressure 
to have these taxes reduced or pre- 
vent them from being imposed. 


Net Receipts Tax 


Generally speaking, the only taxes 
subject to retaliation are those im- 
posed either by insurance codes or 
on insurance companies as such. In 
a recent case referred to above, one 
of the questions was the inclusion 
of the Illinois Net Receipts Tax.” 
The Net Receipts Tax is a personal 
property tax and as such it has been 
claimed that it should not be subject 
to retaliation. But it was decided 
that: 

In my judgment, the net receipts 
taxes should be included in deter- 
mining the applicability of the stat- 
ute. It is certainly a tax and is im- 
posed by insurance code in lieu of 
personal property taxes with the rate 
and amount of tax regulated by the 
revenue code.** 

The fact that this tax is imposed by 
the insurance code and that the tax 
base is described in terms of insur- 
ance premiums leaves no doubt that 
this is an insurance tax and hence 
should be subject to retaliation. 

Sometimes insurance companies 
are required to calculate taxes both 
on the tax basis of their home state 
and.on the basis of the state in which 
they are filing the return, and pay 
whichever is higher. In some states, 
however, it is up to the insurance 
department to decide whether to in- 
voke retaliation; sometimes the de- 
partment figures the taxes. Since the 
companies have a vital interest in the 
taxes, it is to their advantage to 
compute the taxes for their own 
purposes, whether they are required 
to do so or not. Certainly they want 
to make calculations for both states 
if they receive a bill from the retali- 
ating state saying that they owe more 
because of retaliation. Individual 
states want to make calculations for 
both states for the same reasons. 
Again, however, the problem arises 
in that it sometimes is not clear just 
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what companies pay taxes under re- 
taliation and what companies do not. 
Some states allow alien companies 
to choose where they shall be 
deemed to be domiciled for pur- 
poses of retaliation. An example of 
the retaliatory law of the state of 
Florida before it was changed in 
1958 and the present retaliatory law 
may illustrate the problem that can 
arise. The old law provided: 
... For the purpose of this section, 
an alien insurer shall be deemed to 
be domiciled in a state designated by 
it wherein it has, (a) established its 
principal office or agency in the 
United States, or (b) maintains the 
largest amount of its assets held 
in trust or on deposit for the secu- 
rity of its policyholders and creditors 
in the United States, or (c) in which 
it was admitted to do business in the 
United States; provided, that in the 
case of an insurance company incor- 
porated in Canada, the domicile shall 
be deemed to be in Canada. . . .75 
The new retaliatory law covers 
the matter in a different way: 

. For the purposes of this sec- 
tion the domicile of an alien insurer, 
other than an insurer formed under 
the laws of Canada or a province 
thereof, shall be that state desig- 
nated by the insurer in writing filed 
with the commissioner at time of 
admission to this state or within six 
(6) months after the effective date 
of this code, which ever date is the 
later, and may be any of the follow- 
ing states . . .76 

The “following states” referred to 
in the new code are the same in the 
old code. The important difference 
to note here is that, under the new 
law, a company must designate when 
it is admitted to the state, what its 
state of domicile shall be. This re- 
quirement in effect minimizes the 
possibility of escaping retaliation. 

One other problem which illus- 
trates the complexity of interpreta- 
tion is worthy of note. In the case 
of Employer's Casualty Company v. 
Hobbs?" a Texas company had over 
50 per cent of its assets invested in 
Texas Securities and hence was en- 
titled to be taxed at the rate of .625 
per cent instead of 3.25 per cent. 
Kansas retaliated against this com- 
pany by charging it 3.25 per cent be- 
cause this was the higher of the 
rates of the two states. The insur- 
ance company asserted that the rate 
should be .625 per cent on the Kan- 
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sas premiums because the company 
should be taxed on its Texas basis. 
However, the court ruled that the 
company was to pay at 3.25 per cent 
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—the important question being how 
a company from Kansas operating in 
Texas would be taxed. 

It was stated previously that the 
two purposes of retaliatory laws are 
to protect domestic companies and to 
raise revenue for the states. If the 
protection of the domestic compa- 
nies is to be achieved by having the 
insurance companies (of the states 
being retaliated against) put pressure 
on their legislatures to keep down 
foreign rates in that state, then the 
assumption must be made that do- 
mestic companies are politically pow- 
erful. 

Granting the assumptions that the 
domestic companies are politically 
powerful, retaliatory laws help the 
insurance industry in that the appli- 
cation of the laws acts as a brake on 
taxes. This brake is well illustrated 
by something that happened in the 
Illinois legislature in 1959. 

At that time Illinois had a foreign 
rate of 2 per cent and was contem- 
plating raising the rate to 4 per 
cent. The purpose was to raise tax 
revenue for Illinois. Interested 
parties in the insurance industry cal- 
culated the effect of the retaliatory 
laws of other states against Illinois 
companies if the higher 4 per cent 
rate were to be passed. The insur- 
ance companies domiciled in Illinois 
and operating in other states would 
be retaliated against because Illinois 
would then have a tax rate higher 
than the other states. The figures 
showed that, for every additional 
dollar taken in by the state of IIli- 
nois, the companies that were domi- 
ciled in Illinois and operated in other 
states would pay out an additional 
$10 to other states. The demonstra- 
tion of this fact to the legislature was 
instrumental in keeping the tax rate 
from being raised to 4 per cent. 


Disadvantages 


Retaliatory laws give real advan- 
tages to both the states and the in- 
surance companies, but their appli- 
cation is not without disadvantages 
also, If taxes are paid on a retalia- 
tory basis, they are not always 
passed through in the rate structure. 
If State A imposes a greater tax 
burden on foreign companies, and a 
company of State A is operating in 
State B where the tax burden on 
foreign companies is lower, the com- 


pany of State A pays the higher tax 
in State B. When the rate filings 
are made in State B, the rate can- 
not include enough for taxes paid 
on the retaliatory basis, because 
there may be companies from almost 
every other state operating in State 
B which do not pay the higher tax 
because their states do not charge a 
greater amount to foreign compa- 
nies. Therefore, it is only the com- 
panies of State A that must pay the 
higher taxes. Apparently, taxes paid 
under retaliation are not included in 
the rate because the commissioner 
in State B cannot be concerned about 
what happens in other states ; that is, 
he is not concerned with the fact that 
State A taxes foreign companies at 
a higher rate. Another reason why 
retaliatory taxes are not included in 
the rates is that the rate filings do 
not assume all companies will pay on 
a retaliatory basis for the same risk. 


Serious Objection 


Another serious disadvantage to 
retaliatory statutes is that more taxes 
may have to be paid in the short 
run. An example should illustrate 
this point. Assume that State A has 
a 4 per cent rate on foreign insur- 
ance companies while State B has a 
2 per cent rate. Also, assume that 
State B does not have a retaliatory 
law. Then a company domiciled in 
State A and operating in State B 
would pay a 2 per cent tax on pre- 
miums written in State B. But if 
State B should pass a retaliatory law, 
then the company domiciled in State 
A would have to pay (other bur- 
dens being equal) 4 per cent on the 
premiums written in State B. 

One rather serious objection on 
the part of states to retaliatory laws 
is that they allow other states to 
control domestic affairs of the home 
state. Since the retaliatory laws ap- 
ply to other obligations in addition 
to taxes, there is a certain amount of 
“control from without.” The ad- 
vantage to the insurance companies 
of having the statutes act as a brake 
on taxes, is a disadvantage to the 
states. That is, less taxes are paid 
in the long-run period. Apparently 
the states are not as much concerned 
about this situation as they are about 
the disadvantages mentioned imme- 
diately above. As far as can be de- 
termined, this is because the legisla- 
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cerned about what is happening now 
and less about what will happen in 
future years. Such a conclusion in- 
dicates that the application of the 
law is independent of fiscal or equi- 
table considerations, 

Under some circumstances, the 
efficacy of the retaliatory laws fails 
as a brake on taxes. When there are 
few domestic companies operating 
outside the borders of the home state, 
there are few companies subject to 
retaliation in other states, and hence 
less pressure is put on the legislature 
in the home state to hold down the 
taxes on foreign companies. 

There may be valid reasons (for 
example, in the case of security 
funds) for the exemptions of these 
funds from retaliation. However, if 
the states are to be prevented from 
imposing more taxes for security 
funds in the future, it seems that 
the funds must be subject to retalia- 
tion. This fact has been recognized 
in that the retaliatory laws now being 
passed do not exempt security fund 
taxes unless “heretofore imposed.” 

It is doubtful whether the applica- 
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tive in preventing the imposition of 
local taxes. That is, a small political 





sub-division of a state has too much 
to gain through the imposition of 
taxes to be influenced by insurance 
companies of its home state (and 
probably not even domiciled in that 
particular political sub-division). 

In cases where a situation de- 
velops that was not contemplated 
when the retaliatory law was first 
passed, it is often desirable to have 
reciprocity agreements between com- 
missioners of states. This can be 
done in a state where the retaliatory 
law is on a permissive basis rather 
than a mandatory basis. But reci- 
procity concerning mandatory bur- 
dens tends to weaken the effective- 
ness of the laws.?8 


Specific Exemption 


It is very unusual for a taxing 
statute to be written specifically to 
exempt insurance companies from 
retaliation. This has been done in 
one case, The Philadelphia School 
Tax. Other businesses than insur- 
ance companies pay this tax, but 
specific reference is made to insur- 
ance companies: 

“. . . ‘Business’ shall not include 
(Continued on page 98) 





ne aver just don’t fit the ho 


Some are too old for the liability limits they want. Some too 

young. Some face the same problem for reasons other than 

age. The solution: The Fund Insurance Companies. Here a 
complete Excess and Special Risk 
Department unravels knotty prob- 
lems, offers surprisingly low rates 
and high limits. And this service is 
available to all agents and brokers. 
Contact the fieldman from The 
Fund in your area. He'll gladly 
send you a rate card. 





FIREMANS PUNO INSURANCE COMPANY 
HOME FIRE & MARINE INSURANCE COMPANY 
NATIONAL SURETY CORPORATION 


Excess Liability and Special Risks available in most states 





FIRE —— AUTO —— INDUSTRIAL 


Industrial Building Evacuation 


CLAUDE C. STUBBE 
Chief Engineer 
Mutual Service Insurance Companies 


FIRE at the LaCrosse Lutheran 

Hospital on February 2, 1961 
was discovered by a practical nurse 
who heard a crackling sound in the 
floor corridor of the old section. She 
opened a cupboard door and saw 
flames inside the cabinet. She im- 
mediately closed the door and set 
off a nearby fire alarm connected to 
the fire department. From the cabi- 
net the fire spread vertically through 
open ducts and pipes to the fourth 
story and roof. The loss was ap- 
proximately $400-thousand. The 
hospital is five stories high with a 
basement. The hospital housed 245 
patients at the time of the fire. 

There was immediate response by 
the fire department and a_ well 
planned and_ rehearsed hospital 
emergency program prevented in- 
jury and loss of life—and panic. At 
the sounding of the alarm gong, 
hospital personnel started moving 
forty-five patients out of the involved 
old section to the halls of the end 
wings of the building. As soon as the 
old section was evacuated, the doors 
in the hallway between the old and 
the new sections were closed. 

Due to smoke infiltration, two 
sections were cleared of seventy-six 
patients by moving them to the halls 
of the end wings. All these patients 
were then taken to the lower floors 
and moved to the nurses home and 
an adjoining clinic. 


Patients Transferred 


Ambulances took twenty-five pa- 
tients to other LaCrosse hospitals 
where emergency receiving proce- 
dures had been made ready, and 
private cars took another 100 pa- 
tients out of the hospital. Patient 


For October, 1961 


movement to areas of safety on the 
premises was accomplished in about 
fifteen minutes and further 
ment of those who were sent to 
other hospitals, or to their homes, 
was completed less than an hour 
later. Within the hospital premises, 
patients were moved where necessary 
by wheel chair, by stretcher, by roll- 
ing beds, or by mattress or blanket 
carrying. The majority moved under 
their own power. All patient move- 
ment was accomplished or super- 
vised by hospital personnel and 
aided by emergency help from the 
city police and fire department. 


move- 


Orderly Evacuation 


Preparation of an excellent fire 
emergency program and fire drills 
in application of the plan made pos- 
sible this orderly evacuation of pa- 
tients without trouble. Too much 
emphasis cannot be placed on the 
value of the program in this fire and 
for the vital need of a similar »ro- 
gram in all institutions, in factories, 
or any type of business enterprise. 

Did this nurse when she pushed 
the fire alarm, push the panic but- 
ton? Obviously, she did not. There 
was orderly evacuation. 
no magic to this, there is nothing 
technical about this, nor is it some- 
thing that costs a lot of money. It is 
only adopting the old slogan ; some- 
thing the same as Abraham Lincoln 
said: “I shall prepare, for some day 
my chance may come.” 


There is 


You must prepare for some day it 
may happen to you. If you are pre- 
pared you can have the same good 
feeling that the management of this 
hospital had when all the patients 
were successfully evacuated. If you 
are not prepared, if the fire destroys 
your building and there is loss of 
life, you stand indicted for misman- 
agement and for not having taken 


the proper precaution of saving the 
lives of your employees. 

What does it take to be as efficient 
as the employees were at this hos- 
pital? I am sure many of you have 
heard it before, but repetition is 
necessary. What type of buildings 
occupied by people should have 
building evacuation programs? 
Should they be factories? Should 
they be food processing plants? 
Should they be one story buildings? 
In one story buildings, one could 
say there is no need for a planned 
program, Should it include small 
shops and stores? All these buildings 
need a plan. 

Let us start with the man who 
has been designated as the building 
fire chief, fire prevention engineer, 
chief fire warden or fire captain. It 
does not make any difference what 
we call him: he is the man that the 
management has put in charge of 
fire prevention and control. 

For the sake of terminology, let’s 
call him the director of fire preven- 
tion and control. It’s his job to set 
up the evacuation program. He may 
have to burn a little midnight oil 
to get it shaped up the way he wants 
it. 


Safety Salesman 


First he goes to the management 
to discuss with them the proposed 
plan and to have them okay it. It is 
not always easy to get management 
to go along, especially if it is going 
to cost a few dollars. So you take 
on the job of a salesman and you 
had better be a good one. 

To prevent a long discussion, let’s 
say a manager has okayed the plan 
even though it costs some money. He 
has told the Director of Fire Pre- 
vention to go ahead and get it organ- 
ized as soon as possible. He’s one 


(Continued on the next page) 
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Have you 
Chased Any 


FIRE WAGONS 
Recently? 


What a question! Of course not. But 
when your policy-holders are involved, 
maybe it’s a good habit to develop. 
Luckily, there’s no need to break your 
neck getting to the fire. In fact, the 
best time for you to arrive is when the 
fire-fighters are departing. You can be 
the first to bring some good news to 
your stricken policy-holder. 


The good news is professional odor re- 
moval by Airkem SOS — the one sure 
way of “doing something immediately” 
for the policy-holder. Repairs, rebuild- 
ing, salvage, usually take days, some- 
times weeks. But, Airkem SOS can be 
on the scene as soon as the fire has been 
put out. You can gladden Mrs. Home- 
owner’s heart with the good word that 
every whiff of that sickening smoke 
odor will be gone overnight. You can 
bring the sparkle back to Mr. Store- 
owner’s eye by explaining that he won’t 
have to have a fire sale—his goods will 
be like new in a matter of hours — he 
will be back in business tomorrow. 
You’ve made a friend for life. You’ve 
demonstrated what service can really 
mean to your policy-holder. You’ve 
pitched in with valuable help in a time 
of urgency and confusion. 


So chase fire wagons. Make sure that 
Airkem SOS is called in on every loss 
that’s not total. It is the kind of service 
after a loss that speaks for itself. 

P.S. Airkem SOS can help improve 
your loss ratio, too. Because it often 
saves 10 to 20% of the claim. See for 
yourself in Airkem’s new 15-minute 
color film. 


Peter Hopkins, Airkem, Inc. Dept. B!-10 


ie wees 241 East 44th Street, New York 17, N.Y. 


I Please show me your film, 
“THE NOSE—FRIEND OR FOE?” 


Name 





Company 








} Address. 


Zone___State___.___ 





; City. 
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Building—Continued 


of the few managers who believes in 
real fire prevention and building 
evacuation. 

What are some of the necessary 
things that the Director of Fire Pre- 
vention must do? In a large building 
we certainly would want a fire 
alarm system. The purpose of the 
alarm system is simply to warn peo- 
ple in the building that something is 
wrong—a fire! The fire alarm also 
informs the company fire fighting 
group, if there is one, and then it 
informs the fire department of the 
city. You may have a mechanical 
system such as a bell or the more 
up-to-date push-button type. 


Exit Marking 


Keep in mind now that we are 

working on a plan to set up an evac- 
uation route so that people can leave 
the building quickly and safely. The 
proper marking of “Exits” is one 
of the biggest chores we have on this 
job. In so many cases, they seem to 
think it’s not necessary. But only 
too many people have lost their lives 
because they did not know where 
to go. 
’ Exit lights should be on during 
the entire day and night, twenty- 
four hours of the day. I have a tre- 
mendous problem with plant protec- 
tion engineers to get them to put in 
a good strong bulb. Most of them 
want to put in just a little twenty- 
five watt bulb. Why, I do not know. 
Perhaps they think they are going 
to save some electricity. Put in a 
good light—50- 75- 100-watts if you 
please. Should there be a sudden 
blast of fire and smoke, you will 
need to see the Exit sign. Let us 
never get the idea we do not need 
them. There are customers in your 
building, visitors, new employees 
who need to know the way out. 

Aisles—to keep them clear is a 
big job. We can easily discharge 
this responsibility by saying this is 
the job of the warehouse men or 
janitors. I again state it’s your job 
to see to it that aisles are not clut- 
tered and are kept clear of storage. 
In case the alarm sounds, it’s the 
job of the fork lift operator to get 
his machine out of the way, not only 
for the sake of personnel, but also 
for the firemen. One machine opera- 
tor asked me about running it out 
of the building. That’s fine if you 


are on the ground floor and you can 
be sure that the escape route for 
people is not held up or endangered. 

Stairways should also be kept 
clear. They should not be used for 
storage. They are for one purpose 
only and that is free passage up or 
down, They must be clear, especially 
in case of fire. Provide hand rails, 
on both sides. There may be some 
that are not so spry and need some- 
thing to hang on to. Yes, it behooves 
all of us to use the hand rail, particu- 
larly in case of fire. This must be 
taken up in your fire drill and all 
must adhere to the rule “Use the 
Hand Rail.” Don’t forget adequate 
lighting. 

Panic hardware must be provided 
for the outside door. Over the years 
hundreds and hundreds of people 
have lost their lives because doors 
opened in and if they did open out 
were not provided with panic hard- 
ware. Suppose the inside stairway 
is blocked with fire and smoke. You 
then have to resort to the outside 
fire escape. 


Fire Escapes 


Here then we have some real prob- 
lems. You have checked the strength 
of the fire escape and it is in good 
condition. It is anchored properly. 
But you realize that it’s a dizzy 
height for some people, especially 
women and you know you are going 
to have trouble evacuating everyone. 

Let me tell you about some fire 
escape problems. I have experienced 
a few bad ones. The first happened 
to be a drill. It would have been 
tragic if it had been a real fire. The 
first lady who stepped on the fire 
escape platform got frightened and 
stood at the head of the fire escape 
and could not move, and the people 
behind her could not, of course, move 
either. 

Another one—spike heels on the 
ladies shoes do not work too well 
on these fire escape grating type of 
ladders. I know of a case of a lady 
who got the heel of her shoe caught 
and fell and broke an ankle. This 
type of thing could cost the lives of 
several people in case of a rather 
fast need for evacuation, 

There are problems of snow and 
ice in the north temperate zone. We 
need to realize that snow and ice 
can build up on an outside fire escape 
despite the open grating type 
of structure. Often janitors or 








maintenance men will tie the lower 
counter weighted section, This is 
done when they see it swing a little. cy iN 
Caution must be given to the lower . 
swing section to see that it operates| Extiiiimed’/dt 
freely. Usually one of the designated AUTO GLASS SERVICE 
fire wardens or assistants immedi- 
ately goes to his station at the bot- 
tom of the fire escape to get the 
swing section down. Women will 
not go out on it to weight it down. 
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Alarm System 


The Fire Call—this is important 
regardless of who is doing the job. 
Certainly your alarm is warning 
everyone, The truth of the matter is 
that many firms have alarms that 
are not connected with the fire sta- 
tion. In such cases, it may become 
the duty of an operator at a switch- d j h a di 
board to notify the fire department. ea er. roti appy insure 
It is important that this girl can USE 
think clearly about what she is to Your Authorized SHAT-R-PROOF THESE 
do and say. Excited girls often garble Auto Glass Dealer is an expert on “GUIDES” 
the tones and close the switch before ? Find Your Nearest Dealer TO FIND 
the fire department can ask them keeping your insured happy. wer 
where the fire is located. Therefore, Yellow Pages HIM 
in training the personnel for this job, KS FAST 
it must be realized that the switch- He knows howto make friends... @ 
board operator must be a person who 
can remain calm. She must give the j ia 
fire call and state where it is located And happy insured keep policies 
in a clear tone of voice. She must also renewed with you. 
repeat it to make sure the fire alarm 
has been received. 

Suppose there is a flash explosion That’s why you should always 
and that your communications cen- specify your Authorized SHAT-R- 
ter is disrupted. What are you to do? 
Some one must be designated and PROOF Dealer . . . for your auto 
trained to go to the street fire alarm glass replacement claims. 
box. Do they know where it is? Sur- 
prisingly enough, we find in most 
cases people have no idea where the 
=i fre alarm box on the street BEST place to REPLACE 


is located. 


as well as expert installations. 


The record on fire calls is bad. 


q ‘ , . 
ground because (1) the fre cal was| | N@TEGE: mai. THis couPon TODAY FOR NEW 1961 NATIONAL 
. ; DIRECTORY OF AUTHORIZED SHAT-R-PROOF DEALERS, NOW AVAILABLE. 
delayed; (2) the fire department 
was unable to understand where the () Send me a copy of 1961 Directory of Authorized SHAT-R-PROOF Dealers 
call was from or what the address <r FRE. 
was ; (3) the people involved thought (J Send the 1961 Directory to the attached list of our personnel . . . FREE. 
someone else sent in the call. The 
alarm must be sent in by someone NAME 
designated for the purpose. This 
person must not wait to see if they 
can put the fire out, but must put ADDRESS 
the call in, immediately, This is 
necessary for the protection of hu- Gr 


man lives. Especially if there is a SHATTERPROOF GLASS CORPORATION 


need for the fire department to use 4815 CABOT AVENUE DETROIT 10. MICHIGAN 
(Continued on page 96) : 
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Now—more strongly than ever—U.S.F.&6. reaffirms its faith in the 
independent agent with unusual full-color page advertisements like 


this in The Saturday Evening Post, Time and U.S. 
Now—more strongly t 


Pocsagiouied i View. Int. Mofteook, Lang fsiend 
WHERE DO YOU START PLANNING INSURANCE? 


Without the help of an agent, the manufacturer can have a difficult time analyzing his operation 
si insurance program. And so can you. Whether you are making products or 

protecting your family, get the profess:onal assistance of the independent 

USF&G. He can help you plan a sound protection program, whatever 


ndependent insurance agent as you would your doctor or lawyer 


sUSF&G 


* 
CASGALTY FIRE MARINE INSURANCE © «FIDELITY SURETY BONDS 





United States Fidelity & Guaranty Co., Baltimore 3, Md ly 
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SCIENTIFIC ALERTNESS 


THE SLEEPY or fa- 
tigued motorist is becoming an ever- 
increasing menace on the public 
highways. In any accident situation 
where quick judgment and reflexes 
are required, he is a threat to the 
safety of his family as well as to 
other motorists. However, safety 
engineers of the Liberty Mutual In- 
surance Company have divulged that 
science may, in the near future, play 
an important role in the eventual 
elimination of this serious automo- 
tive hazard. They have developed 
a means—the Alert-O-Matic—to in- 
dicate sleepiness and inattention on 
the part of the driver and, at the 
same time, force him to attention 
or stop his vehicle before it is too 
late. 


INTOXICATED, 


Basic Design 


The Alert-O-Matic, a device per- 
fected at the company’s research 
center, represents a simple solution 
towards solving the vexing problem 
of “cat-napping” at the wheel of a 
motor vehicle. Wired into the elec- 
trical system of a pleasure car or 
truck, the unit produces a series of 
three alerting signals of increasing 
severity which come into operation 
progressively. Its design is based 
upon the following concepts : 

1. Check the alertness of the driver 
to light signal stimuli at predeter- 
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the 


time intervals. Allow the 
driver enough time to handle his 
automobile or truck under adverse 
conditions before the instrument de- 
cides that the driver does not re- 
spond to the stimulus. If the driver 
is alerted by the light, he turns it 
off by tapping lightly on the horn 
button which is wired into the cir- 
cuit. 


mined 


2. When the driver ignores the first 
stimulus or fails to notice the light 
for an elapsed period of five seconds, 
he will receive an audible stimulus ; 
his car’s horn will blow. This usu- 
ally rouses the dozing driver. The 
blowing horn also serves as a warn- 
ing to others that something is 
wrong with the driver. 


3. After another brief three second 
period of no response to the blowing 
horn, the instrument off the 
third signal. A series of severe jolts 
to the vehicle, caused by the ignition 
being turned on and off in rapid 
succession for a period of five 
seconds, is induced to alert the 
driver. The ignition of the car is 
first interrupted and then shut-off 
automatically. Consequently, the car 
will be allowed to come to a slow 
stop. 


sets 


4. The driver can, by depressing 
and releasing the horn button at any 
time during these three events, ter- 
minate the cycle: turn off the light 
signal, stop the blowing horn, start 
the engine, etc. Cycles are re-acti- 
vated at 60-second intervals. 


The Alert-O-Matic safety device 
has been field tested for many thou- 
sands of miles in city driving and on 
open highway. It is now being uti- 
lized, as one of the twenty-four new 
safety features, in Liberty Mutual’s 
revolutionary “Survival Car II.” 
Similar units have been provided for 
three additional Survival Cars. 
Thus, a fleet of four cars, designed 
around the concept of “Packaging 
the Passenger,” have been made 


losses 


available to tour the country for pub- 
lic showings at county fairs, safety 
meetings and other exhibitions. 


WARNING PANELS 


SELF-STICKING, diagonally striped 
panels to give visual signals of safety 
hazards, or mark the location of pro- 
tective or safety equipment, are new 
products of the W. H. Brady Co. 
The panels are made of tough .005” 
thick vinyl plastic. Stock colors are 
yellow and black, conforming to 
ASA and NSC color codes for cau- 
tion and alert warning. The black 
and yellow striping is imbedded in 
the plastic—sealed-in colors can’t 
fade or wear off. 


Easy Application 


Brady Warning Panels are quick 
and easy to apply anywhere. Ap- 
plication time is less than 30 seconds 
per panel. No painting, masking, or 
drying time required. Panels stick 
to any clean dry surface without 
moistening, chemical activators, fas- 
teners or tools. Simply peel off the 
protective liner and apply the panel 
to metal, wood, plastic, masonry or 
painted surface. The panels not only 
cost less than paint, according to the 
manufacturer, they outwear paint 7 
to 1. They can be used indoors or 
outside. 
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These estimated losses, from the 
National Board of Fire Under- 
writers, include an allowance for un- 
insured and unreported losses. 


Month 1961 1960 
January $ 117,252,000 $92,949,000 
February .. 96,782,000 

116,365,000 


82,998,000 
90,037,000 
$747 ,006,000 
81,845,000 
92,730,000 
84,340,000 
101,903,000 
$1,107,824,000 
Losses by Years 
$730,084,000 1956 $989,290,000 
815,134,000 1957 1,023,190,000 
864,863,000 1958 1,056,266,000 
870,984,000 1959 1,047,073,000 
885,218,000 1960 1,107,824,000 


91,633,000 
$819,763,000 





8 Months .. 
September . 
October .... 
November . 
December .. 


TOTAL. 


1951 
1952 
1953 
1954 
1955 


Motor Vehicle 
Deaths 


1960 
2,890 
2,380 
2,400 
2,960 
3,300 
3,210 
3,450 


20,620 
3,470 
3,490 
3,690 
3,430 
3,500 


37,910 38,200 
Estimates provided by the 
Safety Council. 


Month 1961 

2,660 
2,330 
2,740 
3,050 
3,160 
3.110 


3,310 





20,290 


3,386 
3,527 
3,707 


National 


Accidental 
Deaths 


Five Months 
1960 Change 
36,700 —4% 
13,960 0% 
5,850 —4% 
5,500 —2% 
12,500 —9% 


1961 
35,200 
13,940 

5,600 

5,400 
11,400 


ALL TYPES. . 
Motor Vehicle . 
Other Public ... 
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their hook and ladder for rescue 
work, 

When the people are on their way 
down the fire escape, speed is es- 
sential but not to the point that it 
makes. for bad egress. Men should 
be placed at reasonable spacing to 
see to it that the women keep mov- 
ing at a good sound speed that will 
not bring about an accident. 

From 120 to 130 paces per min- 
ute is a good speed while walking to 
the fire escape. Anything faster 
could cause an accident. Naturally 
when going down the fire escape, 
caution must be exercised so that no 
one will fall and block the way down. 
When all people are out of the build- 
ing, the people in charge of first aid 
should immediately go to the aid of 
those who are hurt or burned. 

Drills must be held if the em- 
ployees are to know what their 
course of action should be at the 
time of fire or other emergency. I 
cannot impress upon you too 
strongly that good fire drills will 
assure orderly exit under control 
and prevent panic. The lack of a 
fire drill and a building evacuation 
program has been responsible for 
the greater part of the loss of life 
in the major fire disasters of history. 


Management Duty 


When you organize your plant for 
fire prevention and control it usu- 
ually encompasses more than just 
building evacuation. However, let 
me point out to you that in every in- 
stance, the responsibility for fire pre- 
vention and control rests primarily 
with management. It is the duty of 
management to establish whatever 
means are necessary to protect the 
human lives and property that come 
under his jurisdiction. 

Management usually appoints the 
Director of Fire Prevention and 
Control to be in full charge. The Di- 
rector should appoint a committee to 
assist him. He may appoint one for 
each floor or one for each section or 
department. The size of the organi- 
zation will govern how many are re- 
quired. Fire Captains should be ap- 
pointed to be in charge on each floor, 
section or department. Committee 
members and fire captains may be 
one and the same group. This is a 
matter of choice. 





In reviewing briefly what I men- 
tioned, make certain (1) that there 
is some type of alarm system; (2) 
that the switchboard operator im- 
mediately calls the fire department ; 
(3) that exit lights show the way 
out; (4) that stairways have hand 
rails and are clear of material stor- 
age; (5) that there is panic hard- 
ware on the doors and that outside 
exit doors are properly marked ; (6) 
that certain employees have been 
designated to take care of customers 
or visitors in building; (7) that 
woolen blanket and first aid kit have 
been provided and that someone 
knows how to give first aid for in- 
juries and burns; (8) that flash 
lights have been provided for each 
floor or you may find yourselves in 
complete darkness; (9) that first 
aid fire fighting equipment has been 
put into use; (10) that there are 
at least two other escape routes in 
case the one you are going down is 
blocked by fire; (11) that all power 
has been cut; (12) that someone 
has been designated to go to the 
street fire alarm box—do not wait 
to see if the other call went through 
—three calls are 100% better than 
none; (13) that fire protection and 
fire control plans have been fre- 
quently reviewed; (14) that every- 
one leaves the building during a drill. 
Insist on all executives leaving the 
building the same as employees 
when you have a drill. 

It is the responsibility of the Di- 
rector of Fire Prevention and Con- 
trol to take a census of the people 
regularly in the building plus the 
amount of visitors and customers. 
This will provide a basis for deter- 
mining whether the required means 
of egress are adequate. 

The building exits code, prepared 
by the committee on safety to life of 
the National Fire Protection Asso- 
ciation shows how to calculate re- 
quired egress. The survey may show 
that changes are necessary for max- 
imum safety. 


Fire Drills 


Fire drill for good building evacu- 
ation has two purposes: to save the 
lives of the people in the building 
and to aid the fire department. lf 
the people are out of the building 
when the fire department arrives, 
then the firemen can devote their 
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full energies to extinguishing the 
fire. Be sure to inform the firemen 
where the fire is and the nature of 
the fire. 


"Fireproof" 


In conclusion let me state that the 
old axiom we hear so often “This 
building is fireproof” is a myth. One 
of the first things I learned in fire 
prevention work was that there is 
no fireproof building even if it is 
constructed of steel, concrete, brick 
or other so-called fireproof materials, 

A structure is only as “fireproof” 
as are its contents, occupancy, and 
the kind of housekeeping that is car- 
ried on within that building. A blaz- 
ing interior fire of long enough dura- 
tion will reduce any so-called fire- 
proof structure to a shambles of 
twisted steel and broken masonry. 


GARMENT SAFETY LEAFLET 


DEFECTIVE AND UNSAFE work gar- 
ments are among the most common 
causes of lost-time accidents in 
American business and industry. In 
almost all cases such costly mishaps 
could be prevented with a little care 
and know-how. The National Safety 
Council, in cooperation with the In- 
stitute of Industrial Launderers, has 
just issued a leaflet describing “the 
seven deadly sins of work garments,” 
which may serve as an eye opener 
to many companies. Garment safety 
is an obvious, but frequently over- 
looked area of safety, the leaflet 
notes. Ripped or torn clothing, 
trousers with cuffs, oil or chemical- 
soaked clothing that is not changed 
frequently enough—these and other 
commonplace causes can lead to seri- 
ous accidents, the leaflet notes. Seri- 
ous falls, getting an arm or leg 
caught in moving machinery, burns, 
skin rashes, infections—these are a 
few “typical” accidents which are 
frequently caused by unsafe work 
clothing. 

The leaflet describing the “seven 
deadly sins of garment safety” is 
available free, upon request, from 
the Institute of Industrial Launder- 
ers, 1833 Jefferson Place, N.W., 
Washington, D. ¢ 
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Taxation—from page 89 


the following: . . . the business of 
any insurance company . . . doing 
business in such other states are sub- 
jected, by reason of the tax imposed 
by this act, to additional or further 
taxes .. . by such other state. . . .””° 
The efficacy of the retaliatory laws 
would be greatly hindered if this 
type of statute were to spread. On 
the face of the matter, it looks as if 
there were exemption from the tax 
for insurance companies, but this is 
not always the case. There is no ex- 
emption to companies domiciled in 
states that do not have retaliatory 
laws, nor in states where the laws 
are not enforced, nor in states such 
as Indiana and Alabama, where the 
laws have been nullified or declared 
unconstitutional. Any time an analy- 
sis such as that above is made in- 
volving retaliation by another state, 
the assumption is made that there 
are other states with lesser tax bur- 
dens. If all states but two (other 
burdens being equal) had a 2 per 
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cent rate on premiums, while the re- 
maining two states had a 1 per cent 
rate, and if one of the two remaining 
states were to raise its rates to 2 per 
cent, then companies of that state 
would be subject to retaliatory pres- 
sures in only one state (the remain- 
ing state with the one per cent rate). 
This means as more and more states 
raise their rates to a common level, 
there is less and less retaliation. 
Although it is to the advantage of 
ocean marine insurers to be taxed on 
a profit basis in order to compete 
with insurance companies of other 
countries, it would not be to the tax 
advantage of the insurance industry 
as a whole to have more lines of 
business on a profit basis. If more 
lines were on a profit basis, then, as 
illustrated above, these lines could 
not be included in the application of 
the retaliatory laws. The fewer the 
number of lines of business subject 
to retaliation, the less effective are 
the laws, unless all lines should go 
to some other common basis. 
Another breakdown of the effec- 
tiveness of the retaliatory laws 
would result in a case such as was 
contested in Delaware in 1956. 
Here certain casualty lines of busi- 
ness were taxed to provide funds for 
policeman’s pensions, The statutes 
providing for the tax stated: 
“... No insurance company af- 
fected by provisions of this section 
shall increase the rate of insurance 
premiums upon any insurable risk 
affected by this section because of a 
tax provided for in this section.’’?? 
The idea was to have the tax paid 
directly by the policyholder so it 
would not be a cause of retaliation. 
In this case, even though the insur- 
ance company technically is not pay- 
ing the tax, the tax is still directly 
related to the insurance premiums ; 
thus, as far as the insuring public is 
concerned, it increases the cost of 
insurance. 


Credit Given 


In Mississippi, credit is given to 
domestic companies for taxes paid 
under retaliation to other states. This 
negates the whole idea of the retalia- 
tory protective features because do- 
mestic companies are not being re- 
taliated against in other states; and 
hence do not try to get the foreign 
tax reduced in their home states. 


When the tax is calculated on an 
item-by-item basis rather than an 
aggregate basis, the total taxes paid 
are usually higher than if they are 
paid on an aggregate basis. For ex- 
ample, if State A charges $50 for a 
filing fee and State B charges $25 
for a license fee, then State B, when 
retaliating against companies in 
State A, charges both the $50 filing 
fee and the $25 license fee. Under 
the aggregate method the amount 
would be (other burdens being 
equal) $50 rather than $75. 

Raymond Harris points out that 
some states, New Jersey, for ex- 
ample, apparently try to avoid re- 
taliation by imposing a licensing fee 
on the agent for the privilege of 
representing an insurer in the capac- 
ity of an insurance agent.** The 
rationale for this is that a tax on a 
company is subject to retaliation; a 
tax on the agent may or may not be 
subject to retaliation. 


Summary 


This study has not been an at- 
tempt to elaborate on the constitu- 
tionality of various retaliatory laws. 
To the extent that constitutionality 
has been discussed, it has been to 
give a background to the “evalua- 
tion” section. This background has 
included a general description of the 
retaliatory statutes, their content, 
and the administration by the states. 
Problems of local retaliation were 
also discussed. The evaluation has 
attempted to show how the statutes 
can benefit and/or work to the dis- 
advantage of both the insurance in- 
dustry and the states, 


In conclusion, it should be re- 
emphasized that the most effective 
way for the insurance industry to 
prevent higher taxes in the long run 
is to have retaliatory laws in all 
states. In those states where there 
are no such laws now, it would be to 
the advantage of the insurance in- 
dustry to encourage the passing of 
these laws. This, of course, would 
mean that the insurance industry 
would pay more taxes in the short 
run but the safeguard of having the 
retaliatory law in all the states would 
be well worth this small price. 
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HAT Is the difference between 
Wit successful life underwriter 
and the mediocre salesman? Does 
the successful agent have tremendous 
gimmicks ? have 
which no one else knows? Does lie 
have hypnotic power to entrance his 
prospects? I doubt that this is so. 

Many books have been written 
describing the successful agents, 
their habits, abilities and their back- 
ground. I believe the successful 
agent has the same sources of infor- 
mation, ideas, and knowledge as the 
mediocre agent, but the difference is 

—the successful agent takes a com- 
mon idea and does it uncommonly 
well. 


Does he secrets 


Two years ago I heard a guest 
speaker at our local monthly asso- 
ciation meeting. He gave a little 
sales talk, based on four or five basic 
ideas. These ideas were put in the 
form of a sales talk. I became enthu- 
siastic about it, and made it a part 
of me. Since that time, I have sold 
in the vicinity of $1 million worth of 
insurance with it—using it as a sales 
talk in itself, as a close in program- 
ming, and even in one case to close 
a $150,000 key man case. 


Simple, Non-technical 


It is basic, not technical and really 
very simple. It goes something like 
this: 

“Mr. Prospect, are you interested 
in saving money? Do you find it 
difficult to save money and keep it 
saved over a long period of time? 
Mr. Prospect, if I could show you 
the greatest savings plan known to 
man, you to be the sole judge, 
would you be interested in seeing 


=o 


it? 
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Million-Dollar Sales Talk 


If the time is appropriate and | 
can continue on to show him the 
plan, I pull out a plain sheet of white 
paper. 

“Mr. Prospect, we have been talk- 
ing about plans for saving money 
—let’s take a minute and think of 
the reasons why we are going to 
need money in the future. Don't 
you think that is a good place to 
start ? 

“First, some day you are going to 
get married—this takes a little bit 
of money. 

“Second, the natural result of 
marriage is children and, believe me, 
Joe, children cost money. 


Greatest Transactions 


“Third, probably the greatest fi- 
nancial transaction you and your 
family will undertake is buying a 
home. This takes a whale of a lot 
of money, Joe. You probably realize 
that the greater the down payment 
you can make, the easier the monthly 
payments will be. 

“Fourth, emergencies, a serious 
illness, a death in the family, a new 
furnace, ete. 

“Fifth, possibly more children. 

“Sixth, business opportunity. This 
is probably one of the biggest needs 
for You probably 
heard the expression, ‘money makes 
money,’ haven’t you? This is cer- 


tainly true. Say ten years from now 


money. have 


a buddy of yours comes to you and 
says, ‘Joe, I have a tremendous idea. 
Let’s put an A & W Root Beer stand 
on South Street.’ Together, the two 
of you develop this idea and you 
are all enthused and finally he says, 
‘Joe, I will put in $5,000 and if you 
will put in $5,000, we will be part 

ners.’ Suddenly your heart drops, 
you haven’t got the money. Sooner 
or later your friend will say, ‘Well, 
I think I will see Jack Smith, he will 


probably be interested.’ Your op- 
portunity goes out the window and 
possibly a tremendous future. 

“Seventh, education of your chil- 
dren. Joe, do you have any idea 
what a college education costs these 
days? According to a recent report, 
it is $10,000. That is a lot of dough, 
isn't it, Joe? 

“Eighth, when your daughter gets 
married. Weddings cost money 
these days. 

“Ninth, you decide to 
travel, maybe a trip to California 
to see your new grandson or for 
any reason you might want to travel. 

“Tenth, when your company or 
health 

will 


you an 


when 


business or 
through, 
money to 


SayS you are 


you need 
pay 
of the average earned, 
during your last ten years at work. 

“Eleventh, 


enough 
income of 


4 


about 75% 


when you die, either 
too soon or too late, some immediate 
or quick money is necessary at that 
time. 

“Twelfth, if you are reasonably 
successful and have over $60,000 for 
yourself and/or $120,000 for your- 
self and your wife, your children 
will need life insurance to pay estate 
taxes. At your death, all the other 
are frozen, whereas life 
insurance is liquid and liquidity is 
a must to settle an estate. Other- 
the sold 


assets 


wise, best securities 


first. 


are 


Long-term Savings Plan 


“Joe, there is something very un- 
usual about this savings plan and 
this unusual feature, I believe, is tre- 
mendous and it is this: If you should 
come to me a year from now and 
say, ‘Dave, I would like to borrow 
on my savings plan, how much 
money do I have?’—I will say, Joe, 
there isn’t a single cent in there for 

le 


(Continued on the next page} 
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Sales Talk—Continued 


you, and you will probably be a lit- 
tle upset, but to me this is the great- 
est part of this savings plan because 
in the first year, you are very con- 
scious of this money being put aside 
and you are aware that it is there, 
and when little things come up for 
which you need some money, you are 
tempted to touch this just as you are 
when you save money in the 
But, as we said before, this is a long- 
term savings plan and once you get 
over the first year or two, then you 
seem to forget that it is money be- 
ing saved until a real emergency 
comes up or a tremendous need. 
Then the money is there for the real 
purpose for which you started to 
save. That is why I feel that it is 
really the best feature of this plan. 
Don’t you think so, Joe?” 

“The money that you put in the 
first couple of years practically pays 
for all the cost of the life insurance 
for the whole duration of your life- 
time. The balance of your payments 
is practically all savings—The real 


bank, 


purpose of your starting the plan.” 
From this point on, I am really try- 
ing to close—I want his name on 
the bottom of the application—I 
want all the data. If after repeated 
attempts to close, I am unable to do 
so, I say to Joe: 


Four Alternatives 


“Joe, if you should decide that 
now isn't the time to enter this plan, 
then I should say this to you: There 
are only four alternatives that you 
will face by waiting: 


1. You will pay more for the same 
amount of life insurance. 

2. You will get less life insurance for 
the same amount of money. 

3. You will be rated, by that I mean, 
sometime in the future, because of 
your health. The company will say 
that you are in a different classifica- 
tion and you will have to pay more 
money for your life insurance than 
the average individual. 


4. You may be declined. You may 
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be uninsurable and never be able 
to buy life insurance again. 


Joe, which one of these four al- 
ternatives would you pick?” 

This is my sales talk. It is very 
simple and it is full of basic ideas 
that we all know, but as I said, tak- 
ing a common idea and doing it un- 
commonly well can mean the differ- 
ence between success and possibly 
failure. I believe that success is ours 
but for the asking, the asking of suf- 
ficient people to protect themselves, 
their families and their business. 


PROSPECTS 
IN SOUTH AMERICA 


A PROBE OF LIFE insurance company 
prospects in Latin America was 
opened in Chicago by Jay Milton 
Edelstein, President, Funded Secur- 
ity Corporation. Eight consuls were 
invited to attend and discuss forma- 
tion of jointly controlled South 
American Life Insurance Compa- 
nies. 

Among the subjects discussed 
were: Insurance potential in Latin 
America including the numerical 
size of various income groups and 
the general extent of their earnings ; 
Attitude of the Latin American busi- 
ness community towards “outside” 
investors who are interested in fur- 
thering economic development of 
Central and South American coun- 
tries; Attitude of typical families 
towards life insurance as to whether 
their interests would be more defini- 
tive as to death benefits, saving for 
education investment purposes, etc; 
The overall views of Latin Ameri- 
cans on “buying American”; Sug- 
gestions on how efficient useful pro- 
grams for providing life insurance 
to Latin Americans can be organ- 
ized and implemented. 


Similar Potential 


It was first brought out that Latin 
American countries are virtually in 
the same economic position as the 
United States several decades ago 
and that there is presently a good 
deal of wealth and growth poten- 
tial. 

Mr. Fritz Adler, Consul (Para- 
guay) stated that Paraguay was 

(Continued on page 104) 
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of insurance is Life Paid-Up at 95. « Liberal Waiver of Premium benefit is available. Total 
Disability is considered permanent after 6 months and there are NO exclusions as to cause 
of disability. « Our Accidental Death Benefit provides additional benefit if accidental 
death occurs while insured is a passenger in a public conveyance. 


The new Executive Fifty is just one policy in The Employers’ Life program of 

“Insurance for Modern Living”. Why not see for yourself our complete and competitive 
portfolio with many new and liberal features? The entire program is designed to 

make it easier for you to sell and easier for your prospect to buy. ¢ 


“SERVES/ YOU /FiastT™ 


| fm mployets Life A 


INSURANCE COMPANY OF AMERICA 


EXECUTIVE OFFICE: 110 MILK STREET, BOSTON 7, MASSACHUSETTS 
ONE OF THE EMPLOYERS GROUP OF INSURANCE COMPANIES 





S. American Prospects—from p. 102 


probably the largest undeveloped 
area from the standpoint of life in- 
surance since most of the population 
live on small farms. He indicated, 
however, that exports to the United 


States are increasing and that there 


is a level of population that could 

be sold life insurance. 
According to Mr. A. R. 

(Colombia) the reason there is such 


Groot 


a small life insurance market is due 
to the fact that the majority of the 
population lack funds after basic ne- 
cessities are met. However, of the 
total fourteen million population 
there are a sizeable upper and mid- 
dle class that could be sold life in- 
surance if it was presented to them 
by Spanish speaking people. He 
stated that presently there were some 
twenty-five foreign companies op- 
erating in the area. 
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A RARE GENERAL AGENCY 
OPPORTUNITY 


OPPORTUNITY: If you are a self-starter and wish to work with 
an enthusiastic, aggressive sales department of a strong life 
insurance company, there is a General Agency opportunity 


BENEFITS: A personal producing General Agent’s contract that 
offers top commissions, vested renewals and higher service 
. an incentive plan for adequate financing. 


EXPERIENCE: Man selected must be a successful personal pro- 
ducer in Ordinary Life Sales . 
. and willing to accept the responsibilities of a progres- 


COMPANY: Reserve Life is a well-established, medium-sized life 
insurance company licensed in 44 states * and the District 

. highly organized to give the fullest sup- 

port and compensation to the successful General Agent. 


PRODUCT: A complete line of non-par policies. 
SALES PROMOTION: Company’s strong sales promotion pro- 
gram includes a dynamic Audio-Visual program . . 


original direct mail and prospecting system . . 
effective merchandising ideas. 


HOW TO APPLY: Write today and include a complete summary 
of your business experience. 


(Overseas opportunities now available) 


ATTENTION: Jerry Wiggins, Life Agency Director, 


RESERVE LIFE INSURANCE COMPANY 


* Not licensed in N. J., N. Y., Mich., Mass., R. I., or Conn. 


. an aggressive organizer 


. highly 


. . All replies are con- 
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In discussing prospects in Argen- 
tina, Mr. R. Lascano felt that possi- 
bilities for development of life in- 
surance in the country he repre- 
sented were good. He mentioned the 
fact that 80% of the population are 
of European extraction and that he 
did not feel “buying American” 
would have too much influence if, 
again, the operation was carried on 
by Spanish speaking people. 

Mr. G. A. Winters (Trinidad & 
Jamaica) commented that there was 
more acceptance of the life insurance 
philosophy in the area he represented 
because of the fact that this philoso- 
phy has been promoted by the Brit- 
ish. 

The representative of Costa Rica, 
Mr. E. Baker, flatly announced that 
no private life insurance enterprise 
could operate in his country due to 
the government control factor. 
Were it not for this there would be 
some 200,000 people representing a 
life insurance potential. 

The point that hostility exists in 
some Latin countries against pur- 
chasing United States products or 
encouraging United States invested 
capital because of the exploitation 
question was raised by R. Roman 
(Nicaragua). In rebuttal to this, 
Mr. Edelstein pointed out that the 
monies collected in premiums from 
the people would be re-invested in 
national enterprises and would con- 
siderably help local financing. 

There was some feeling among the 
consuls that a joint operation of life 
insurance companies in their respec- 
tive countries might be welcomed 
and mutually beneficial to all con- 
cerned. It is Mr. Edelstein’s inten- 
tion to continue the survey of the 
South American situation with the 
possible objective of organizing com- 
panies on a joint basis with the 
various nations involved. 


RECEIVE SCHOLARSHIPS 


Tue C.L.U. Institute Board of the 
American Society of Chartered Life 
Underwriters has announced the re- 
cipients of the 1961 Roland D. 
Hinkle and Paul Speicher C.L.U. 
Institute Scholarships. Dr. Archie 
J. Nichols, C.L.U., Associate Pro- 
fessor of Insurance and Economics 
at Butler University, was awarded 
the Hinkle Scholarship for the 28th 
C.L.U. Institute which was con- 
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ducted at the University of Wiscon- 
sin from July 30 to August 5. The 
Speicher Scholarship was awarded 
to Dr. Jesse F, Pickrell, C.L.U., 
Professor of Business Administra- 
tion at North Texas State College. 
Dr. Pickrell will attend the 29th 
C.L.U. Institute at the University of 
Colorado, August 13-19. 


Author 


Dr. Nichols, received his 
B.S. and M.S. in economics from 
the University of Illinois, earned his 
Ph.D. at the University of Pennsyl- 
vania this year under an S. S. Heub- 
ner Foundation Fellowship. The au- 
thor of numerous articles, he has 
spoken before health underwriters 
groups and has participated in a pub- 
lic relations program car- 
ried on an Indianapolis television 
station. He is a member of the Na- 
tional C.L.U. Grading and Question 
Panels and teaches C.L.U. 
in Indianapolis. 

Dr. Nichols is the third person 
to receive the Hinkle Scholarship. It 
was established in memory of the 
late Roland D. Hinkle, C.L.U., a 
former president of the American 
Society of Chartered Life Under- 
writers and former president of the 
Chicago C.L.U. chapter. 


who 


series 


classes 


Seventh Recipient 


The Speicher Scholarship recipi- 
ent, Dr. Jesse Pickrell, received both 
his B.S. and M.B.A. degrees from 
North Texas State College. Con- 
tinuing his education as a Fellow of 
the S. S. Huebner Foundation, he 
received his Ph.D. from the Univer- 
Dr. 
Pickrell is the author of various in- 
surance publications, one of which 
has been adopted as text material 
for the C.L.U. program. 

The Speicher Scholarship was es- 
tablished in 1955 through memorial 
gifts of friends of the late Paul 
Speicher, former president of the In- 
surance Research and Review Serv- 
ice. Dr. Pickrell is the seventh per- 
son to receive the award. 


sity of Pennsylvania in 1956. 


The two Institute scholarships are 
presented annually by the C.L.U. In- 
stitute Board, and recipients are se- 
lected on the basis of outstanding ac- 
complishments in the field of insur- 
ance education during the past year. 
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Know A Prospect Like This? 


Young man with high potential. And a growing 


paycheck. Not big enough yet for all the permanent 


protection he needs. But it will be someday. 


In the meantime, he needs a big chunk of protection. 


You can supply it. With Change-Easy Term. 


Here's coverage he can afford now. Later, when his 


budget isn’t so tight, you may convert him to life- 


long insurance. 


Occidental advertising (in Time and Sports 


Illustrated ) is pre-selling this young man, and 


millions like him, on this sound way for him to 


become protection rich, not insurance poor. 


Make sense to him? Ask him and see. 


OCCIDENTAL LIFE 


Insurance Company of California 
Home Office: Los Angeles/ Earl Clark, C.L.U., Vice President 


We pay Lifetime Renewals...they last as long as you do! 





S. S. HEARINGS 


THE CHAIRMAN of the Joint Com- 
mittee on Social Security and Health 
Care of the American Life Conven- 
tion and Life Insurance Association 
of America has advocated Federal 
income tax incentive to help stimu- 
late the spread of voluntary health 
insurance coverage among the aged. 
M. R. Dodson, president of the Ohio 
National, has appeared before the 


house Ways and Means Committee 
at hearings on H.R. 4222 to provide 
medical care coverage for the aged 
under social security. Mr. Dodson 
said that his group believes that no 
aged health care legislation is nec- 
but that the tax incentive 
method is preferable to the broader 
social security approach. 


essary, 


The high cost to taxpayers of 
adding health care benefits for the 


Continued on the next paae 





S$. $. Hearings—Continued 


aged to the social security system 
is one of the principal objections 
to legislation now under consider- 
ation by the committee, a spokesman 
for the health insurance business 
said. Insurance company actuaries 
estimate that benefits provided un- 
der the bill would cost $2,200,000.- 
000 in 1963, compared with the 
Health, Education, and Welfare De- 


partment’s estimate of $1 billion, ac- 
cording to H. Lewis Rietz, executive 
vice-president of the Great Southern. 
Mr. Rietz is president of the Ith 
Insurance Association of America 
and testified on behalf of that asso- 
ciation, the American Life Conven- 
tion, and the Life Insurance Associ- 
ation of America. 

William N. Seery, vice-president 
of the Travelers, who is chairman of 
the executive committee of the As- 





GROWING IS SUCH A HUMAN THING 


In July 1961, the Crown Life Insurance Company passed Three 
Billions of Insurance in Force. The only Billion Dollar Canadian 
Company organized in the twentieth century, it took 52 years to 
attain the first billion and 6 years later, in 1958, this amount was 
doubled. In three more years, the —— records showed a total 


of $3,013,017,397 of life insurance an 


annuities in force. 


Crown Life, like any family, measures its growth in human values. 
The measure of a company is in the people it serves—the Crown Life 
policyowners. Their continued faith in their own future and the 
future of their families, depends on their life insurance to provide 


financial peace of mind. 


We are _— of our Crown Life representatives, whose under- 
t 


standing o 


heir clients’ dreams and objectives gives them the insight 


to intelligently plan life insurance to achieve its ultimate goal... 


family happiness. 


Crown LiFe 


eran"? INSURANCE COMPANY ,20"t "r= 


TORONTO, CANADA 





sociation of Connecticut Health In- 
surance Companies, presented a de- 
scription of the “Connecticut 65 
Plan” to the House Ways and 
Means Committee. Under this plan 
all Connecticut citizens 65 and over 
can be covered by health insurance 
providing major medical expense 
and hospital and surgical benefits. 
“We are convinced that this is the 
most favorable health insurance plan 
that any individual 65 and over can 
purchase in the United States today,” 
Mr. Seery said. The “Connecticut 
65 Plan,” a cooperative effort by 
insurance companies, is available for 
purchase by Connecticut citizens 
over 65 themselves, or on their be- 
half by their relatives or other inter- 
ested third parties, such as employ- 
ers. 


Boom Forecast 


Passage of a health insurance 
measure tied to social security for 
older people would result in a boom, 
rather than a decline, in the sale of 
private, voluntary insurance. That 
is what Dr. Robert A. Rennie, vice- 
president-research for Nationwide 
Insurance, told the committee. Dr. 
Rennie, whose company stands alone 
or almost alone among insurance 
companies in supporting the legisla- 
tion, based his contention on the 
“tremendous growth” of private in- 
surance that, he said, has accom- 
panied the development of social 
security. 


SOCIAL SECURITY 


AMERICA NOW SPENDS $30 billion 
annually on social security and pub- 
lic welfare programs—and the total 
will increase further in the future, a 
former U. S. social security commis- 
sioner, Dean Charles I, Schottland 
of Brandeis University, pointed out 
at the opening session of the Uni- 
versity of Michigan two-week train- 
ing institute on administration of 
medical care for the needy. 

In an interview, Dean Schottland 
predicted that both social security 
and public welfare programs will 
move “more and more” toward com- 
plete coverage for all Americans. 
Benefits will be improved to keep 
pace with changes in the cost of liv- 
ing, he added. “The wage base for 
social security taxes, now set at 
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$4800 annually, will rise to $5000 
or $5200 in this session of Congress. 
Even at this level, the proportion of 
total earnings covered by social se- 
curity will be lower than it was when 
the program was established and 


taxes were paid only on the first 
$3000 earnings.” 


Status to Improve 


Dean Schottland noted that while 
the economic status of those reach- 
ing age 65 may improve in the fu- 
ture, the need for strong social se- 
curity and public welfare programs 
will not diminish. As the retirement 
age drops, as more people live 
through their working years, and as 
medical science extends the life span, 
the financial needs of retired persons 
will grow markedly. The man who 
reaches age 65 today has an average 
life expectancy of about 14 years 
and savings tend to be rapidly de- 
pleted by medical needs in later life. 

Schottland criticized recent Con- 
gressional action giving men the op- 
tion of drawing social security bene- 
fits at age 62. He said this will en- 
courage private employers to lower 
retirement ages accordingly—a trend 
which will result in reduced monthly 
incomes for older people. 


LEGAL RESERVE COMPANIES 


As or June 30 there were 1,457 
United States legal reserve life in- 
surance companies serving more 
than 118 million policyholders, the 
Institute of Life Insurance reported 
in its annual survey of life compa- 
nies of the 50 states and the Dis- 
trict of Columbia. This total repre- 
sents 14 companies more than were 
reported last year and more than 
double the number of companies do- 
ing business ten years ago. It is an 
increase of two over our own De- 
cember 31, 1960 total of 1,455. 
About 1% of these life companies 
do business on a nationwide basis, 
pointing up the regional concentra- 
tion of a major proportion of the 
companies. In the past fifteen years 
the greatest number of new compa- 
nies have been established in the 
South and Southwest, where the 
growth in population has outpaced 
other sections of the nation. 

Life insurance companies are lo- 
cated in every state, with 20 states 
having twenty or more companies, 
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Texas continues to lead the state list, 
as it has for many years, with 280 
companies domiciled there; Louisi- 
ana ranks second with 118 compa- 
nies, followed in rank by: Arizona, 
116; Illinois, 70; Indiana, 55; Penn- 
sylvania, 51; South Carolina, 50; 
Alabama, 43; Oklahoma, 43; and 
New York, 34. 

Stock companies account for 1,301 
or 89% of the total number of com- 
panies, while 156 or 11% are mu- 
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tual companies, On the other hand, 
more than three-fifths of the total 
life insurance in force is with the 
mutual companies. As of mid-year 
1961, there were twenty-one life 
companies in their second century of 
operation. An additional eighty- 
nine companies have passed the half- 
century mark of operations. Com- 
panies which have over $1 billion of 
life insurance in force numbered 
seventy-six at mid-year. 


For the second year in succession Prudential’s 
much acclaimed TV series, “THE TWENTIETH 
CENTURY,” has won the coveted Emmy Award. 
Also, aspecial U.S. Department of Defense 
Certificate of Commendation for outstanding 
service in presenting Armed Forces activities 
has been added to the program's many achieve- 
ments, awards and prizes. Week after week the 
program brings millions of people the exciting 
events, problems and personalities of our time 
“THE TWENTIETH CENTURY" is one of the ways 
we build public acceptance for our products and 


for the services of Prudential representatives, 
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The successful 


general insurance man 
keeps this 


TRUMP CARD 


on his desk 


INCREASED COMMISSIONS can be yours. Let the Business Plan- 
ning Department of your local A&tna Life General Agency help you. 
Right in your own files are many good prospects for high-commission 
Business Life Insurance Plans. At no added cost, you can have an 
Etna Life expert work in your behalf ... to help you give your 
clients more complete service. 


Check your files for the larger accounts. Put A®tna Life’s advanced 
underwriting services to work. Enjoy the new business and extra 
commissions they offer. 


AINA LIFE 


INSURANCE COMPANY 


Harttord 15, Connecticut 
Affiliates: Aitna Casualty and Surety Company e Standard Fire Insurance Company ¢ The Excelsior Life, Canada 
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DENZIL STUART 


MARINE AND AVIATION INSURANCE REPRESENTATIVE 


TRENDS IN 1960 


N INVALUABLE BOOK published 
ye year is Savory's Insurance 
Share Annual, the 1961 edition of 
which appeared recently. It contains 
a detailed review of the affairs of 
twenty-two important British in- 
surance companies or groups, and 
an appendix gives brief particulars 
of an additional seven companies. 
As usual, the preface includes a 
concise summary of events and 
trends in the year under review. 

Although 1960 proved to be an- 
other good year for life assurance 
companies, it provided little com- 
fort for composite office underwrit- 
ers. In the important U. S. market 
the year started well enough, but 
the second half of the period saw 
a reversal of the trend, and in gen- 
eral the figures failed to continue the 
improvement obtained in 1959. It 
had been hoped that the very high 
figure for fire damage sustained in 
the United Kingdom in 1959 would 
prove exceptional, but the 1960 
total was almost as high at £44 mil- 
lion. 
flood were a_ contributory 
factor to the poor outcome, and fire 
underwriting results in the U. S. 
likewise deteriorated. 


Unusually heavy storm and 
claims 


Automobile Business 


continued 
problems for insurers 
throughout the world, though some 
companies were able to report mar- 
ginal improvements despite higher 
repaits costs. Some further benefit 


\utomobile business 


to present 
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STEWART, SMITH & CO., LTD., LONDON 


of premium rate changes in britain 
should be felt in the current year, 
whilst those obtained in some parts 
of the U. S. should help the 1962 
figures. 

Turning to the marine market, 
the Annual reports that 
was proceeding most satisfactorily 
until the latter stages of the year, 
when a number of major casualties 
occurred. Higher transfers to profit 


business 


Premium 
Income 
3 
46,730,398 
48,722,643 
43,245,090 
41,132,118 
42,048,521 
$5,382,795 
50,661,297 
49 705,940 
51,815,494 
54,687 ,192 


1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 


and loss accounts were made by most 
companies, however, as a result of 
improved profits for the marine un- 
derwriting accounts just closed. 
Interest earnings were consider 
ably higher than in 1959, and more 
than offset the decline in profitabil- 
ity on the non-life underwriting 
Higher dividends were re- 
ceived on equity shareholdings, and 
higher interest rates were obtain- 


side. 


‘able on such new money as was in- 


vested in fixed-interest securities. 


Comparison of the interest figures in 
the Annual’s earnings table with the 
corresponding figures in the 1960 
Annual shows an increase of £4.5 
million in net interest earnings, 
against a deterioration in underwrit- 
ing results of £0.9 million, an over- 
all improvement of £3.6 million. 

Dealing with marine insurance, 
the Annual summarizes the results 
of fifteen companies as follows : 


\mount transferred 
to 
Profit & Loss 
£ 
4,595,105 
3,944,801 
3,071,319 
$496,300 
$695,394 
4,217,492 
3,510,233 
2,363,566 
2,878,327 
4,086,091 


Funds 


68,80! 

68,835,892 
68,777 533 
71,360,350 
74,351,064 
74,497 439 
77,146,918 
82,007,101 


Twelve of the fifteen companies 
made transfers to profit and loss. 
The total amount thus allocated was 
much more sumstantial than in the 
previous two years, reflecting the 
improving conditions in this market, 
although the pre-1957 levels of prof- 
itability have not been regained. In 
the main, the profits disclosed in 
1960 came from the 1958 marine 
underwriting account, and the table 
shows that they were 8.22% of that 

inant 
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News from London—Continued 


year’s premium income, the compa 
rable figure last year being 5.68%. 

The total premium income for the 
eight years 1951-58 inclusive was 
£257 ,629,802, while the total trans 
fer to profit and loss in the eight 
years 1953-60 was £29,318,722, or 
11.38% ; during the same period 
total funds increased from £68,809,- 
753 to £82,007,101, an increase of 


£ 13,197,348, against a premium in- 
crease of £11,442,102. A further 
improvement in results from the ac- 
counts opened in 1959 and 1960 de- 
pends on keeping down the costs of 
ship repairs. The reappearance of 
inflation would endanger this pro- 
viso. 

Nevertheless, since 1940 marine 
accounts as a whole have regularly 
shown highly satisfactory results, 
and once again the marine depart- 


THE ANSWERS TO YOUR REINSURANCE REQUIREMENTS 


ARE YOURS FOR THE ASKING 


OCEAN REINSURANCE COMPANY « ceoar rapios, 10wA 


ments have contributed handsomely 
to the profit and loss account, the 
Annual states. Savory’s Insurance 
Share Annual is published by Thos. 
Skinner & Co. (Publishers) Ltd., 
330 Gresham House, London, E.C. 
2 


a 


HULL SURVEYS 


A CONTINUOUS SURVEY system for 
the hulls of cargo ships, in cases 
where this would be useful to ship- 
owners, is to be instituted by Lloyd’s 
Register of Shipping. The survey of 
the machinery of such ships on a 
continuous basis has been in oper- 
ation for many years. Under the 
new hull arrangement, owners will 
be expected to carry out approxi- 
mately 25% of the special survey 
each year and to complete the cycle 
in four years. 

The new extension is likely to 
prove popular for certain classes of 
tonnage, particularly the well main- 
tained cargo liner, since owners will 
be able to fit the work into existing 
docking periods. But the continuous 
survey system (which has_ been 
available to passenger ship operators 
for many years) contains a snag for 
the owners of dry cargo ships and 
tankers: the fees are considerably 
higher than those for a special sur- 
vey carried out in the normal way 
every four years. 

From a long term point of view, 
however, the owner who adopts the 
continuous survey system should 
benefit since it means a longer work- 
ing life for the ship, and therefore 
higher earning potential. But it is 
unlikely that owners will be able to 
recoup any of the extra expense in- 
volved by way of reduced insurance 
premiums, even though continuous 
surveys might mean a small reduc- 
tion in bulk claims for a fleet. 


SUPERSONIC. AIRLINERS 


THE AERONAUTICAL world has been 
split asunder by the question of su- 
personic airliners and the pros and 
cons are argued interminably. ‘The 
latest blast against supersonics has 
come from Lord Brabazon of Tara, 
chairman of the British Air Regis- 
tration Board, who periodically hits 
the headlines with his pungent com- 
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ments on aviation. He said he had 
been amazed how the public had put 
up with the noise of jet aircraft. 
And we did not know what noise the 
supersonic airlines would make. The 
experts in the U.S.A. said that at 
20,000 feet it would break windows 
and at 50,000 feet would produce a 
noise like a clap of thunder. He 
did not think the public would tol- 
erate the noise of these machines. 

Lord Brabazon cataloged some of 
the aviation failures since the war 
for which the British taxpayer had 
had to pay. There had been the 
Brabazon airliner, on which £12 
million had been spent; the Princess 
flying boats, on which another £8 
million had gone; and there had been 
the Vickers V.1000, which had been 
cancelled shortly before the proto- 
type had been completed. All this 
had been a nonsensical waste of 
money. “I am afraid we are going 
to make an even greater blunder by 
producing a supersonic airliner,” he 
said. “It is going to cost over £100 
‘million to produce.” 


Contrary View 


These views on noise are contra- 
dicted by Dr. A. E. Russell, leader of 
the British Aircraft Corporation 
team engaged on a design study of 
a supersonic airliner project. He 
says: “It does appear that with 
supersonics, life will be a little less 
disturbed for the outer circles around 
an airport. On the runway itself, 
sound pressure levels will only be 
two or three decibels higher than 
Conway engined aircraft. 

“By the time the four mile point 
after start of roll has been reached, 
it should be possible while climbing 
on a gradient of 5% to meet the 
limit suggested for night operation. 
This is quieter than the present long 
range subsonic jet aircraft.” 

But the level of noise is a minor 
problem compared with the basic 
questions involved. For instance, 
has the ordinary person the desire or 
the need to fly at two and three times 
the speed of sound? You cannot 
be more basic than this in question- 
ing the wisdom of developing super- 
sonics, and it is interesting to record 
the admission by Sir Hudson Fysh, 
chairman of the Quantas airline; he 
says there is no sign of a public de- 
mand for such travel. 
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CHICAGO - 


L:ih’s MULTI-PERIL APARTMENT HOUSE POLICY 
Now, the modern technique of insurance 


packaging brings broader coverage at a 
substantial saving to apartment building 


One broad policy provides all the basic 
property and liability coverages pros- 
pects usually need. Special features 
include rental income provisions. ..auto- 
matic extra expense coverage to $1,000... 
sixty day coverage for new construction. 
Check now for availability in your state. 


Comprehensive sales and underwriting 
kit on package—policy production...now 
helping L & L agents build premium 
volume across the nation. Contact your 
L & L fieldman or write Advertising 


AND i Lonpon & LancasHire INSURANCE GROUP 


THE LONDON & LANCASHIRE INSURANCE COMPANY, LTD. 
SAFEGUARD INSURANCE COMPANY 
STANDARD MARINE INSURANCE COMPANY, LTO. 


20 Trinity Street, Hartford, Connecticut 


SAN FRANCISCO 





It is believed that the recent 
I.A.T.A. supersonic symposium has 
done much to dampen the enthusi- 
asm of the airlines for supersonics. 
The aviation insurance industry has 
so far remained silent on the subject, 
but a word of caution from insurers 
might be the casting vote in dis- 
suading the aviation industry from 
plunging into an uncertain develop- 
ment program at this stage. Super- 


sonics will mean insured values of 
up to $30 million. 

John Stroud, a leading aviation 
writer, has pointed out that the su- 
personic aircraft is half brother to 
the missile, and the speed with which 
disaster can overtake a vehicle such 
as this was amply demonstrated last 
June by the accident to the Convair 
Hustler at the Paris Aero Show. 


[Continued on the next page) 
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News from London—Continued 


The element of danger must be high 
at such speeds and it seems com- 
pletely unreasonable to subject pay 
ing passengers to such risks. 

The airlines and the aircraft in 
dustry must realize that air travel is 
simply a form of transport and that 
it must be acceptable to large num 
bers of people if it is to be run eco 
nomically. 


FLOOD INSURANCE 


As A RESULT of an important an 
nouncement by the 
British \ssociation 


made 
Insurance 


jointly 
and 
Lloyd's, in the future everyone may 
take out flood cover on the contents 
of permanently occupied houses, and 
cover for the buildings will be more 
generally available than it has been. 
The terms will 
the situation of the property, but, 


vary according to 


except in areas where the flood risk 


is greater than normal, an extra 


annual premium of threepence per 


each £100 insured is envisaged for 
comprehensive policies on buildings. 

The announcement was widely 
advertized in the press, and a typical 
advert began as follows: “Jf flood 
struck now—How much would you 
stand to lose? Extensive floods have 
occurred in recent years in widely 
spread parts of the United Kingdom. 
Many victims suffered considerably 
and indeed the insurance companies 
and Lloyd's paid over £6 million in 
claims through last year’s floods. 
But those who came off worst of 
all were those not insured against 
such a calamity. In many cases they 
could have had insurance cover if 
they had asked for it. How would 
stand? The insurance market 
now offers flood cover more widely 
so that hardship can be minimized 
in future.” 


you 


\s the adverts intimated, in most 
cases flood cover is already included 
under policies covering contents 
which are known as “comprehen- 
sive,” “householder’s” or “all-in” 
policies, but there may be some cases 


where such cover has been excluded 
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from the policies. Many tenants 
have only simple fire policies pro- 
tecting their possessions, and these 
do not include flood cover. In fu- 
ture, however, flood cover on con- 
tents will be available to everyone at 
modest terms on application to their 
company, broker or agent. 

Flood cover has not previously 
been included in the “comprehen- 
sive” and other similar policies, un- 
less they have been specifically ex- 
tended to give this protection. But 
now insurers will make flood cover 
on buildings more generally avail- 
able. 

This move by the insurance indus- 
try follows an approach by the 
After last winter's 
the government 
were pressed to set up a National 
Disaster Fund, but this step 
undesirable if insurers 
could somehow provide the neces- 
sary protection. 


government. 
disastrous floods 
was 
obviously 


Consequently, a 
meeting was called of all sections of 
the insurance industry—tariff com- 
panies, non-tariff companies and 
Lloyd’s—“to ensure that the ordi- 
nary man could get flood cover at 
reasonable rates.” 

It says much for the co-operative 
manner in which Lloyd’s and the 
companies work on matters of mu- 
tual interest that a government mo- 
nopoly has been avoided in this 
branch of insurance. 


FIRE PREVENTION 


Goop NEws from the fire insurance 
front is that the United 
Kingdom for the first half of 1961 
have not been as severe as during the 
previous two years. This is in di- 
rect contradiction to the experience 
in the U.S.A. and Canada where the 
figures are up. The provisional U.K. 
total for the first six months for 
direct fire damage is £20.6 million, 
compared with £26.9 million in the 
corresponding period of 1960 and 
£21.4 million in 1959. The total of 
fire losses in each of the two com- 
plete calendar years 1959 and 1960 
was 


losses in 


£44 million whereas in earlier 
years the annual average was only 
£25 million. 

Meanwhile, stern references to in- 
adequately protected premises have 
been made by R. G. Harman, chair- 
man of the Fire Protection Associa- 
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tion. Despite the Factories Acts, the 
Public Health Act and other meas- 
ures the government now has in 
hand, he said, there were some types 
of building in respect of which pow- 
ers to compel the owners and oc- 
cupiers to make provision for the 
safety of employees and the public 
were insufficient. Although the gov- 
ernment was in the process of pro- 
viding these powers for shops and 
offices, it could be several years be- 
fore some measure of safety was 
ensured in every building through- 
out the country if those responsible 
waited until they were compelled by 
law to take action. 

Referring to National Fire Pre- 
vention Week, to be held in Novem- 
ber, he hoped that, as a result of 
concentrated action by local authori- 
ties and others, the public would be 
educated to think more in terms of 
flame retardant clothing and that the 
price of this clothing might come 
down. 

In 1960, forty-three fires alone 
accounted for 43% (nearly £19 
million) of the year’s losses. 

Industrial managements claim that 
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subdivision of the large areas they 
require for production is wasteful of 
space and economically unsound but, 
accepting these as cogent arguments, 
Mr. Harman believes that more can 
be done and appeals to architects 
and production specialists to include 
the risk of fire in the other consider- 
ations which govern designs and 
layouts. 


INCIDENTALS 


THE FIRST GERMAN merchant ship 
to be fitted with a nuclear propulsion 
plant is expected to be ordered be- 
fore the end of this year. The ship 
will be an ore carrier of 15,000 tons 
deadweight with machinery capable 
of producing 10,000 horsepower. 
The contract will be given to one 
of seven major German shipyards. 

A six language dictionary of ter- 
minology relating to the use of elec- 
tronic computers is being prepared 
by European insurance organiza- 
tions. It is hoped that the work, 
which will be available in the first 


half of 1962, will facilitate commu- 
nication between the users of 
equipment in Europe. 


such 


FELLOWSHIP WINNERS 


P. Barrett of Albert 
and Co. is the American 
for 1961 of the Anglo- 
American Fellowship awarded an- 
nually by the School of Insurance of 
the Insurance Society of New York 
and sponsored by Agency Managers 
Limited of New York. The British 
winner of a similar Fellowship ad- 
ministered by the Corporation of In- 
surance Brokers and sponsored by 
B. D. Cooke & Partners Limited, 
London, is Brian R. Burrows of 
Edward Lumley & Sons, Limited. 
The fellowships consist of a six 


WILLIAM 
Wilcox 


winner 


weeks all expenses paid trip to Eng- 
land for the American for 
the purpose of first hand study of the 
operations of the British reinsurance 
market and a six weeks visit to the 
American Insurance market by the 
London winner. 


winner 
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rate — 


— changes 


AUTOMOBILE FILINGS 


REVISED AUTOMOBILE LIABILITY in- 
creased limits tables and revised 
medical payments rates filed by the 
Mutual Insurance Rating 
became effective 


Bureau 
September 1, in 
twenty-six states and the District 
of Columbia. For those states hav- 
ing financial responsibility limits of 
$5/10,000 for bodily injury liability, 
the revised increased limits rates will 
continue to be printed on a $5/10,- 
000 basis. In the bodily injury in- 
creased limits tables for these states 
lower factors will apply for limits of 
$10/20,000. Where the financial re- 
sponsibility limits are at least $10/- 
20,000 for bodily injury liability, the 
manual rates under the new program 
will be printed on a $10/20,000 basis 
and for B.I. will be approximately 
5% below the present charges for 
$10/20,000 coverage. The revised in- 
creased limits program will not pro- 
duce an over-all change in the bodily 
injury rate level since higher factors 
are proposed for higher limits of 
coverages. There have been no 
changes in the percentages appli- 
cable to property damage increased 
limits. Medical payments rate 
changes vary by state in accordance 
with experience. 





The Bureau has also revised its 
basic automobile liability rates in 
Arizona, New Mexico, Ohio, Penn- 
sylvania, Vermont and the District 
of Columbia effective the same date. 
The changes apply to private pas- 
senger cars in all of these territories 
but the D. of C. and Vermont, to 
commercial vehicles in all but Penn- 
sylvania and to Division I garage 
rates in all but the D. of C. They are 
upward in all but Arizona where de- 
creases are effective. In addition the 
Bureau has introduced its package 
auto policy program in Arizona and 
New Mexico also effective Septem- 
ber 1. 


GLASS RATES 


INCREASED GLASS INSURANCE man- 
ual rates filed by the National Bu- 
reau of Casualty Underwriters be- 
came effective August 30 in thirteen 
states. Countrywide they are in- 
creased an average of 2.0%. The 
average increase by state is: Cali- 
fornia, 6.0%; Georgia, 74%; 
Hawaii, 13.8%; Illinois, 8.6%; 
Maine, 16.3%; Michigan, 13.7%; 


Minnesota, 9.0% ; Missouri, 13.9% ; 
Oregon, 12.5%; Utah, 9.2%; Ver- 
mont, 6.5%; Washington, 5.7%; 


and Wisconsin, 10.0%. 
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FIRE RATE REVISION 


REVISED FIRE insurance rates filed 
by the Kentucky Inspection Bureau 
became effective in that state on Au- 
gust 28. The changes result in sub- 
stantially higher rates for dwellings 
and contents valued at $5,000 or less 
and more modest decreases in rates 
for those valued at more than $5,- 
000. 

Lower rates for fire insurance on 
whiskey warehouses have gone into 
effect in Kentucky according to 
Commissioner W. T. Hockensmith. 
The reduction applies to new policies 
and to present policies when they are 
due for renewal. Hockensmith, who 
approved the new rates for the state, 
said the reductions of about 8% 
were made possible “because of the 
favorable underwriting experience 
on this class of risks.” 

In addition to a general reduction 
further reductions may be obtained 
for individual warehouses by provid- 
ing them with standard lightning 
protection. The new rates should re- 
sult in total premium reductions of 
about $85,000 a year. If all ware- 
houses are provided with lightning 
protection, the total reduction will 
amount to about $131,328. 


AUTO RATE CHANGES 


AN INCREASE IN private passenger 
automobile liability rates of 18.7% 
filed by the North Carolina Auto- 
mobile Rate Administrative Office 
was approved in that state effective 
September 1. This is the second 
increase approved this year as there 
was a 6.3% boost in the rates last 
February. A safe driver rating plan 
also becomes effective in North 
Carolina on September 1. 

Proposed automobile rate changes 
have been filed in Oklahoma by the 
National Automobile Underwriters 
Association and the National Bureau 
of Casualty Underwriters. The 
N.A.U.A. filing calls for an average 
increase of 6.7% in private passen- 
ger physical damage rates. Under 
the N.B.C.U. filing commercial vehi- 
cle liability rates would be reduced 
an average of 5.9% and those for 
Division I garages reduced an aver- 
age of 2.9%. There would be no 
change in private passenger auto- 
mobile liability rates. 

(Continued on page 130) 
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WE INSURE THE PRICELESS, TOO! 


At last, one of the world’s rarest collections of art 
treasures was together under one roof. Behind the 
opening of the National Gallery of Art in Washing- 
ton, D.C., lay many years of intensive planning... . 
huge expenditures. 

During this period, National Union Insurance 


Companies provided the competent underwriting 
personnel and insurance protection essential to the 
successful completion of the project. 

The entire insurance program was designed and 
sold by Independent Agents, typical of the outstand- 
ing professionals who represent National Union. 


National Union Insurance Companies 
Pittsburgh, Pa. 
Casualty - Fire - Inland Marine - Ocean Marine 











How to Perish in Selling 


WE MET IN A WAITING-ROOM, where 
both of us were waiting to see the 
same man. I don’t like waiting-time, 
don’t like the waste of life’s raw ma- 
terial, so | make it a habit of carry- 
ing something to read. 

On this day, as usual, I had a 
book about salesmanship in my 
pocket, which I proceeded to extract, 
open, and start to read. 

My waiting companion asked me 
if I was a salesman. 

“T am,” said I. “And you?” 

“Oh, sure, I am,” said he, “a good 
one. In fact, I think I’m such a 
good salesman I don’t have to read 
about it.” 

“My congratulations to you sir,” 
said I. “I am not that good. I have 
to read or I fall behind. But tell me 
something : Why are you opposed to 
reading? What have you got against 
it?” 

“Books are all theory,” said he, 
“and salesmanship is all practical ac- 
tion,” a statement with which I 
could not, of course, agree, so I told 
him: 

“A man lives for years as a sales- 
man, like, say Frank Bettger, whose 
book, ‘How I Lifted Myself from 
Failure to Success in Selling,’ should 
be read by every salesman. From the 
experience of all his years, Mr. Bett- 
ger wrote a book. He tried this, it 
worked: he tried this, it failed; it’s 
just like having him coach you. 
What’s theoretical about that ?” 

“It’s in a book.” 

“So it’s in a book—what’s wrong 
with a thing being in a book?” 

“Tt’s not practical.” 

I was glad when the girl said | 
could go in and see my man, because 
I perceived I was getting nowhere 
fast in my spirited, though futile, de- 
fense of reading. 

I have been thinking since then 
of this man and others like him and, 
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I am glad to report, many more 
others not like him. These are the 
readers. They are among the most 
successful salesmen I know. 

It figures. The reading they do 
puts them in touch with other men’s 
ideas, practices, tips, so in place of 
living one life in selling, they live a 
hundred, no, a thousand, learning 
from each one. 

But let me come to the point: You 
want more success? You need more 
reading. You need half an hour a 
day at least. Make this your rule: 
Read one book on salesmanship a 
month. Read one article on sales- 
manship a day. 

Isn’t that a tiny little price to 
pay for greater success? 

[ will answer my own question: 
IT IS. 


Hold Them for Life 


“THAT MAN, I TELL YOU, IS AN OC- 
ropus,” the salesman said to me, in 
referring to a third man who had 
just walked by. So I looked at him. 
He looked perfectly human to me, 
as an attractive member of the hu- 
man race. I saw no resemblance to 
any octopus, living or dead, and said 
so. 

“You don’t get what I mean: I 
mean once he gets a customer he 





holds onto him like an octopus, and 
it’s impossible to get one of his cus- 
tomers away from him. I know, 
I’ve tried. I’ve never succeeded even 
once.” 

So I saw that being likened to an 
octopus was high praise for a sales- 
man indeed. I wish I knew more 
octopi among the salesmen of my 
acquaintance, 

Customers are so hard to get, cost 
so much to get, to lose one is an ex- 
pensive tragedy. But why lose one? 

Customers aren’t hard to hold. All 
you need do is not forget them, but 
keep in touch, calling them occasion- 
ally, and thinking of them continu- 
ally. All you need do is give them 
a square deal, and don’t take advan- 
tage of them just because they are 
customers. All you need do is think 
of how you can please them in little 
ways—and do it. All you need do is 
want to hold them. 


How to Prove Points 


THE CUSTOMER said he wasn’t con- 
vinced and the salesman asked him 
why and the customer said because 
the salesman had fallen down on an 
important phase of selling. He was 
right. Why should any prospect be- 
lieve what you tell him, just because 
it’s you who told him? So—prove. 

Proof material consists of specifi- 
cations of quality, which any manu- 
facturer will gladly supply ; of expert 
evidence, and that you can easily 
get, too; of commendation of users, 
or testimonials, which abound if you 
look for them ; of stories of dramatic 
performance ; of the reputation and 
background of the manufacturer, 
and, yes, of a guarantee. 

Fill your little selling kit full of 
proof material and keep using it as 
you talk, because prospects believe 
when a thing is proved to them, and 
only then, and not before. 
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Acco’s IN-HOSPITAL INCOME POLICY pays $100 a week for as long as 26 weeks 
while the insured is in a hospital for treatment of any covered sickness or acci- 
dent. It’s extra cash to be used wherever cash is needed . . . to help out with 
the surgeon’s bill . . . to bolster a reduced paycheck . . . pay mortgage install- 
ment or rent. A man of 39 can have a $100 weekly Benefit for a premium that 
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attractive to buyers no matter what kind of hospitalization they have at present. 
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Fire Insurance—Actual Cash Value sufficient evidence of actual cash 


at Time of Loss 

Agoos Leather Companies, Inc. 
v. American and Foreign Insurance 
Co. (Supreme Judicial Court of 
Massachusetts, 1961) 174 N. E. 2d 
652. 

Two insureds sued on six fire pol- 
icies for total loss of four large build- 
ings comprising a tanning factory. 
The factory had been closed for about 
three months after the insured 
ceased tannery operations. 

The aggregate face amount of the 
policies was $100,000. Evidence 
was offered that a contract for dem- 
olition of the buildings for $12,000 
by a wrecking company had been 
entered into, providing for work to 
start on a date some ten days after 
the fire occurred. 

At the trial one Sart testified as 
to value. He was president of one 
insured and general superintendent 
of the other, “in charge of repairs, 
replacement and construction.” Sart 
had been in the tannery business for 
forty years, was “intimately” fa- 
miliar with the insured buildings, 
and he “knew the condition of the 
plant” on the day of the fire. 

However, this did not 
claim to be an expert witness as to 
values, nor “an expert on anything.” 

The trial court permitted the wit- 
ness, Sart, to testify that on the day 
of the fire in his opinion the “value 
of the buildings” was $200,000. 

The insurance company offered no 
evidence as to the actual cash value 
of the buildings and replied on their 
objection that Sart was not qualified 
to give an expert opinion. The case 
was submitted to a jury which re- 
turned its verdict that the amount of 
the loss was $69,980.15. 

The insurers appealed to Massa- 
chusetts’ highest court on the main 
point that there was no proper and 


witness 
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value of the insured property such 
as to support a verdict and judgment 
for the insureds. 

The Massachusetts court affirmed 
the result in the trial court. The 
opinion consists of a lengthy discus- 
sion of various rulings upholding as 
adequate various instances of vague 
or uncertain testimony about value. 

The Court held that “fair market 
value” and “replacement cost less 
depreciation” are both pertinent, as 
are other bases of expressing value, 
but that no particular formula or 
method is either conclusive or bind- 
ing on the jury or the court. 

The fact that there is an element 
of uncertainty in the evidence as to 
value is inmaterial; nor will recov- 
ery by an insured be denied because 
damages are difficult to ascertain. 

The Court quoted another deci- 
sion: “A reasonable basis of com- 
putation and the best evidence . 
obtainable which will enable 
the jury to arrive at an approximate 
estimate of the loss is sufficient.” 


Insurance— 


Comprehensive Liabili 

Collision During Prohibited Use of 

Truck by Drunk Driver—Malicious 
Mischief and Vandalism 


Ducote v. United States Fidelity 
& Guaranty Co. (Supreme Court of 
Louisiana, 1961) 130 So. 2d 649. 

The insured, owner of a truck, 
sued on a comprehensive liability in- 
surance policy, to recover the cost of 
repairing a truck insured under the 
policy. 

The facts were that the insured’s 
truck driver, because of past mis- 
deeds, was forbidden by the insured 
to drive the insured truck, except 
during business hours and for busi- 
ness purposes. When the insured’s 
business was closed for the week- 
end, the truck driver used his key 


to enter the building where the truck 
was kept and took out the truck on 
a venture of his own, during which, 
while intoxicated, he ran into the 
back of a parked vehicle causing 
the damage to the truck being sued 
for. 

After the trial court had ruled 
that the insured was entitled to re- 
cover on the policy under the facts, 
and the intermediate appellate court 
of Louisiana had reversed that de- 
cision and held there could be no 
recovery, the case was appealed to 
Louisiana’s highest court which af- 
firmed the decision that there could 
be no recovery against the insurance 
company. 

The Louisiana court pointed out 
that the policy in suit did not cover 
collision, leaving as possible bases 
for recovery: theft, vandalism, or 
malicious mischief. The question 
was somewhat complicated by the 
fact that the driver had pleaded 
guilty to the criminal charges of un- , 
authorized use of movables, operat- 
ing a vehicle while intoxicated, and 
reckless operation of a vehicle. 

The Supreme Court of Louisiana 
examined the three bases for recov- 
ery claimed by the insured. 

The Court held that “theft” un- 
der the policy was not “theft” requir- 
ing sufficient proof for a criminal 
conviction, but that the evidence 
“makes abundantly clear that there 
was no intent to permanently deprive 
the owner of the vehicle”—the basic 
element of a theft. 

In its analysis of “malicious mis- 
chief,” the Court pointed out that the 
“mischief,” if any, here was not ma- 
licious which contemplates or re- 
quires “wilful injury to or destruc- 
tion of property motivated by ill 
will or resentment toward the owner 
thereof,” there being no evidence at 


(Continued on page 142) 


Best’s Fire and Casualty News 





REINSURANCE 
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Where Insurance goes 
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_ “No, no. Sag a little 
as if you’d just lost a renewal.” 


But, dear lady, he hasn’t and he isn’t about 
to. He knows he’s in a plenty competitive posi- 
tion on comp and liability coverage. He’s 
confident at renewal time because of Bitumin- 
ous’ flexible, fair-minded underwriting attitude 
in appraising each risk individually, not “by 
the book”. He knows Bituminous application 
of modern rating techniques is unique. He 
knows Bituminous’ A-1 engineering helps to 
prevent accidents and keep rates low. He 
knows Bituminous claim service is prompt 


and realistic. So, let him puff a little. 
him it looks good. 
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Abrams & Bogue: Winthrop Clement, for- 
merly public relations manager of Ameri- 
can International Insurance Groups, has 
joined this New York advertising and 
public relations agency as a member of 
the firm. 


Aetna Casualty: Alanson Crandall has 
been named general manager of Phila- 
delphia office, and Robert W. Van Nuise 
at Harrisburg. 


Allstate Cos.: Robert B. Sheppard has 
been named regional manager for Caro- 
linas regional office (Charlotte) succeeding 
A. M. Eisenbart, promoted to home office 
sales dept. 

Regional office appointments: David D. 
Baker, regional sales supervisor-commer- 
cial casualty, and George A. Griswold, 
policy service div. manager, Rochester, 
N. Y., Hugh M. Colvin, accounting div. 
manager, Michigan (Detroit); Robert S. 
Hallock, Salem, Ore., and Charles E. Price, 
New England (West Hartford, Conn.), 
district sales managers; and Harry W. 
Hart, policy service div. manager, Santa 
Ana, Cal. 


American Casualty: Arch M. Parker, 
Chicago, has been named assistant vice 
president and head of nationwide accident- 
health div. U. Grant Hull, Philadelphia, 
recently joined the home office property 
dept. 

A Wichita service branch has been es- 
tablished under direction of James Cooper 
to serve south and west Kansas; Harold 
Shea is claims manager and Richard 
Lauer, special representative. At Kansas 
City (Mo.) branch Carl Parker has been 
appointed property manager replacing 
Mr. Cooper and Robert Reed named as an 
additional field representative. 

Frank S. Schultheis has been promoted 
to branch manager at Omaha, and Harold 
W. Sims advanced to manager at Okla- 
homa City replacing A. E. Brookes, retired. 


American Ins. Group: John R. Hauff has 
been promoted to marine manager at 
Indianapolis branch. 


American Policyholders': Allan G. 
Thompson, formerly with Guarantee Mu- 
tual Assur., has been appointed under- 
writing manager of fire div. 


American Surety/Pacific Nat'l: Have 
placed their new western regional claim 
dept. in Chicago with Daniel B. O'Neil 
as regional claims manager, assisted by 
Richard W. Lowery as regional bond 
claims manager and John M. Lang as as- 
sistant regional claims manager. 


Berkshire Mutual: James E. Dolan, for- 
merly with Home Ins. Co., has been named 
field representative in Del. (New Castle), 
Md., Pa. and D. of C. 


Brown & Sons, Geo. F.: Has formed a 
new engineering dept. to be headed by 
Erik H. Skoglund, formerly chief fire 
engineer for Associated Agencies, Chicago. 
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Buffalo: W. S. Macy, recently associated 
with Royal Exchange Group, has been 
appointed a special representative in 
southern California (Los Angeles). 


Camden Fire: John W. Kennedy has been 
appointed special agent for southern Il- 
linois (Springfield) and eastern Missouri 
territory. 


Celina Group: Home office fire under- 
writing div. realigned: Hugh Setterfield, 
fire-allied lines superintendent for Celina 
Mutual and National Mutual; Wilme 
Knapp, senior fire underwriter; Morris 
Spees, junior fire underwriter; and Lowell 
Davis will handle field inspections from 
home office in addition to underwriting 
duties. Lee Olding continues as fire under- 
writer of “Economy Plan Insurance” fire- 
allied lines in National Mutual. 


Central Mutual Ins.: The New York 
branch office is now located at 110 Wil- 
liam St. 

A central div. office has been established 
to serve all agents now in the home office 
territory; Herbert D. Kephart, central 
agency secretary, will be manager assisted 
by Paul W. Purmort, Jr., as underwriting 
manager, A. W. Schult, claims manager, 
and Robert W. Muntzinger, sales super- 
visor. 


Corroon & Reynolds Group: Following 
retirement of state agent L. P. Ducournau, 
Joseph H. Beter, Jr., was advanced to 
state agent for Louisiana; William P. 
Gibbs has been named special agent. 


Cullen, Bogart, Parker, Inc.: Officers of 
this newly-formed Passaic (N. J.) firm 
(consolidation of Hughes & Bogart, Cul- 
len-Schulting and Burton Parker Agency) 
are: President, Douglas C. Cullen; vice 
presidents, Gilbert D. Bogart, Jr., and 
Stanley L. Briggs; secretary, Burton 
Parker; and treasurer, Gilbert D. Bogart, 
Sr. 


Fidelity & Deposit: Stewart E. Gordon has 
been transferred to home office claim dept. 
and will be succeeded as attorney-in-charge 
of Chicago claim office by Arthur E. Aist. 
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Fund Cos.: Pacific dept. changes: William 
H. Dillon advanced to manager of fire 
operations succeeding O. D. Oliphant, 
transferred to home office on special ex- 
ecutive assignment; James H. Wells, special 
representative, central bonding office; and 
N. Thomas Martin, bond claims super- 
intendent. 


General Accident Group: Charles E. Mc 
Donald has been advanced to manager of 
Houston branch replacing Wade H. Pool, 
retired. 


Glens Falls Ins.: Gordon J. Hoyt has been 
named to newly-created position of ad 
ministrative assistant in home office pro 
duction dept. 

Secretary Stephen T. Birdsall has been 
appointed officer in charge of workmen's 
compensation and liability dept. succeed- 
ing John J. Rourke, retired. 


Goodman Ins. Co., Max: This new gen- 
eral brokerage firm has been established 
in Dallas. 


Government Employees: /. Gardner Law- 
lor, one of founders of American Mercury 
and most recently Washington representa 
tive of Eastman Dillon, Union Securities 
& Co., New York City, has been elected 
assistant vice president-investments. 


Hardware Mutuals: Branch claims man 
agers upgraded to regional claims con- 
sultants are: Warren W. Blodgett, east 
(New York City); Clarence L. Schall, 
south and central (Atlanta); Ervin G. 
Euler, north and central (Stevens Point); 
John M. Siebert, west (Los Angeles); and 
Robert L. MacPhail, central region of- 
fices located in Minneapolis, Kansas City, 
Omaha and St. Louis. 

M. C. Olsen has been named bureau 
operations manager assuming responsibili- 
ties formerly held by Anthony H. Scholz, 
resident bureau representative in New 
York, who has accepted a new commercial 
underwriting assignment in eastern dist. 
(Newark, N. J.) regional office. 


Harleysville Cos.: G. Raymond Nicker- 
son has been transferred to district claims 
manager of Trenton (N. J.) office. 

The first service office in Texas has 
been opened by Harleysville Mutual Ins. 
Co. with Ira J. Parker, formerly assistant 
secretary of J. E. Foster & Son (Fort Worth 
insurance management firm), as manager; 
Bobby Butler is field representative. 


Hartford Cos.: Robert H. Brooker has 
been appointed superintendent of bond 
dept., Des Moines, lowa, for Hartford 
Accident. 

Jerome J. Driscoll has been named 
special agent at Richmond, Va., for Hart- 
ford Fire. 


Hartford Steam Boiler: William B. 
Mount has been elevated to supervising 
special agent, Philadelphia, and Bernard 
J. O'Connor, Jr., to office supervisor, New 
York branch, replacing Mr. Mount. 
(Continued on the next page) 





Field Appointments—Continued 


Indiana Lumbermens: Special agent ap- 
pointments: Frederick H. Weber, western 
div., and Arthur E. Pulver, eastern div., 
Albany branch office; Robert W. Wallace, 
central and east Texas (Dallas); and Jack 
G. Fitzgerald, Walnut Creek (Cal.) branch. 

Fire protection and safety engineer Jim 
J. Long, has been assigned to Walnut 
Creek branch office. 


industrial Indemnity: Special agent ap- 
pointments: John F. Houston, Los Angeles 
div.; Donald W. Newton, Pasadena: Jaci: 
L. Wood, Jr., for Oklahoma: and Richard 
L. Holmes, Sacramento. 


Kemper Cos.: Harvey A. Buffalo has been 
named general manager of Kemper oper- 
ations in Brazil and is succeeded as ex- 
ecutive secretary of James S. Kemper & 
Co. by David W. Shand, Jr., formerly with 
Zurich. 


Lumber Mutual Fire: Francis L. Drago, 
Jr., has been promoted to field representa- 
tive in lumbermatic dept. Edward J. 
Sennott has been appointed multiple line 
underwriter. 


Markel Service, Inc.: Has opened a south- 
eastern regional production office in 
\tlanta; Harry Barker, recently manager 
and resident vice president of west coast 
offices, assumes similar duties in Atlanta. 
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Martin, Claude R. Co.: This Scranton, 
Pennsylvania firm of adjusters has es- 
tablished a branch office in Lancaster, 
Pennsylvania under the management of 
Charles D. Musgnung. 


Masonite Corp.: Donald E. Lange, for- 
merly assistant insurance manager of Auto- 
matic Electric Co., has been appointed 
insurance manager. 


Merchants Mutual Ins.: Ora Huntoon, 
manager of New England dept., has 
retired. Earl Wagenbaur has been named 
production manager for New England and 
Edward Cofran, office manager of Boston 
office. 


Michigan Mutual Liab.: Promoted: Ed 
ward C. Foote to vice president, market 
research and sales development; M. Paul 
Middlekauff to vice president, sales ad- 
ministration; Walter Masinick to assist- 
ant vice president, and Martyn J. Fogarty 
to assistant manager, special risk dept. 
and Walter O. Miller to resident vice 
president, and H. Francis Lee to regional 
underwriting manager, south central re- 
gion. 


Mutual of Omaha: 
facilities for eastern Massachusetts have 
been established in Boston; named to 
manage the new office was R. D. Coughlin. 

New general agents for eastern Mass.: 
B. F. Herman, Boston; George Chittenden, 
Peabody; R. W. Bower, Reading; and W. 
E. LeCroix, Brockton. 

John Hunter has been advanced to 
manager of Toledo service office replacing 
M. J. Potts, transferred to St. Louis serv- 
ice office. 


New field service 


National of Hartford Cos.: Special agent 
Willard A. Weathersby, Jr., has been trans- 
ferred from Tennessee to Springfield, Ill. 


National Union Cos.: Charles A. Staier, 
Jr., formerly marine supervisor for Home 
Ins. Co., has been appointed marine man- 
ager for Philadelphia office. 


Nationwide Cos.: Bruce W. Brickels has 
been named administration manager of 
south central region (Columbus, Ohio). 

Office of Claims promotions: Robert L. 
Stephens, Columbus, to director of claims 
research dept.; Jared Darlington, Trenton, 
N. J., to director of claims reserves dept.; 
and Merle W. McCartney, Butler, Pa., to 
claims policies director. 


Nelson & Warren: This St. Louis corpo- 
ration of consulting actuaries and pension 
consultants has named Roy W. Aikman 
manager and Leroy McWhinney, pension 
consultant, at Kansas City office. 


Northwestern Mutual: John A. Mahoney 
has been named claims supervisor at de- 
partment headquarters in Los Angeles. 
District claims managers named: William 
F. O’Malley, Long Beach, succeeding Mr. 
Mahoney; and Ralph D. Morris, Modesto. 

Special agent appointments: Robert D. 
Croft, San Jose, Cal.; James Bridges, Fort 
Worth, and Milford Mach, San Antonio, 
Texas. Inspector David L. Clemmensen 
has been transferred to Houston. 


Old Security Cas.: Myron R. Kennedy has 
been appointed as field representative and 
assistant sales manager. 


Penn Eastern Adjusters, Inc.: Is pleased 
to announce its merger with Penn Eastern 
Adjusters of Indiana, Pa., with branch 
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offices at Philadelphia, Altoona, State Col- 
lege, Clearfield and Johnstown. 


Phoenix of London Group: John M. 
Tjossem has been appointed special agent 
for Iowa. 


Preferred Ins. (Mich.): Vice president 
Alfred T. Curlee has been promoted to 
position of assistant executive officer. 


Public Service Mutual: Herbert F. 
Nichols has joined the Florida branch 
office, now located at 902 S.W. 2nd Ave., 
Miami, as special agent for central ter- 
ritory. 

Charles R. Kastner has been appointed 
special representative for downtown Man- 
hattan territory. The Long Island (N. Y.) 
office has been moved from Hempstead to 
288 Old Country Rd., Mineola. 


Royal-Globe Cos.: Harold G. Holst has 
been named casualty special representative 
for northern New York State (Syracuse). 
Earl L. Griffith has been promoted to 
bond superintendent at San Antonio. 


Security-Conn. Group: William O’Brien 
has been promoted to agency superintend- 
ent for eastern dept. 


Smith Adjustment Service, Richard A.: 
David R. Wilson, formerly an adjuster 
for Hartford Accident, has joined the staff 
of this Hamden (Conn.) firm of casualty 
claim specialists. 


Springfield-Monarch Cos.: Have estab- 
lished a new midwestern regional office 
in Freeport, Ill., replacing the Spring- 
field’s western dept. in Chicago. Charles 
M. Fish, president of Freeport and Hor- 
izon Ins. Cos., vice president of other com- 
panies in the group, has been named 
regional manager. The underwriting staffs 
and field offices of the Springfield and 
Freeport Cos. have been combined. 


Standard Accident: M. Beecher McKillop 
has been promoted to assistant collection 
manager at home office. 

William D. Jennings has been selected 
as field representative for Cincinnati 
branch office. 


Statesman Group: Raymond L. McAuliffe 
has been assigned agency field responsi- 
bilities for zone 7, just east of Pittsburgh. 
Grey S. Easton has been named field super- 
visor for zone 1 in central Pennsylvania. 


Trinity Universal: Harold Cabness has 
been transferred to home office to head the 
new property insurance div. and directing 
the new casualty insurance div. is A. J. 
Tyler, Jr., who is also vice president and 
agency director. 

M. J. Lankford has been advanced to 
district field manager for Houston terri- 
tory replacing Mr. Cabness. Leon K. Bixler 
has been appointed district claims man- 
ager for northeastern Indiana succeeding 
Robert Ross, recently transferred to In- 
dianapolis to head claims staff. 


United Brokerage Associates: Edward L. 
Weiner, formerly with Knudson & Bastine, 
was elected a vice president of this New 
York corporation, which is a subsidiary of 
United Improvement & Investing Corp. 


United Pacific Group: Bond manager 
John A. Hodson, San Francisco, and Louis 


For October, 1961 
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G. Graham, IJr., 
were elected 
company. 


Los Angeles-Wilshire, 
assistant secretaries of the 


Youngblood Co., W. Lee: Thomas M. 
Pinckney has become associated with this 
Charleston (S. C.) insurance adjusting 
firm to specialize in fire and allied lines. 


Zurich-American Cos.: Branch manager 
William H. Sheets, Jr., has been trans- 
ferred to Dallas succeeding Jack L. Curtis, 
resigned, and is replaced at Denver by 
Robert L. Walker. James T. Haverty has 
been promoted to sales superintendent in 
Milwaukee replacing Mr. Walker. 


Peter H. Williams has been appointed 
supervisor of production and underwrit- 
ing, boiler-machiner div., in Los Angeles. 
William J. Dobson, formerly with Conti- 
nental Cas., has been appointed individual 
health sales representative in San Fran- 
cisco. 

Northern N. J. branch office appoint- 
ments: Bradford E. George, sales represen- 
tative; and Eugene J. Bower, senior casu- 
alty underwriter. 

Francis J]. Kowalski has been made su- 
perintendent of claim dept. at Buffalo 
succeeding Allison R. Henry, who became 
assistant claim manager, eastern dept., 
with offices in New York. 
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C.P.C.U. Questions—from page 67 


ordinary payroll is automatically 
covered. The payroll endorsements 
modify the gross earnings form so 
that in effect it can give practically 
the same protection as the with- 
drawn two-item forms. 

For the insured in this instance 
the Gross Earnings Form with Or- 
dinary Payroll Limited Coverage 
endorsement providing coverage for 
90 days’ payroll would apparently 
fit his needs. Determination of 
amount is made as follows: 


Gross earnings 


$500,000 
Ordinary payroll 


, 


Insurable gross earnings $320,000 
Coinsurance required 80% 


Amount of GE insurance $256,000 
Peak 90-day payroll $ 60,000 
Coinsurance requirement 80% 


Amount of Payroll insurance $ 48,000 


Total amount of insurance 


$304,000 


Inasmuch as the amount of gross 
earnings insurance and the pay- 
roll limited coverage endorsement 
amount are combined in one item, 
the whole amount may be used as the 
insured may wish. Hence, the in- 
sured acquires greater flexibility in 
his protection. The gross earnings 
form includes protection for the cost 
of heat, light and power, and does 
not provide for its deduction in de- 
termining the coinsurance require- 
ment as did the Two-Item Forms. 

The consistency of the recommen- 
dation is that by use of the Payroll 
Limited Coverage endorsement the 
insured gets the protection he needs 
in just the same fashion as he did 
with the Two-Item form, But he gets 
it in a simpler contract with broader, 
more flexible coverage. The amount 
recommended is adequate to take 
care of his peak season needs 
whereas the amount carried last year 
on payroll fell short of what he might 
have needed in the peak quarter. 
With the new contract he is not buy- 
ing something he doesn’t need. 


QUESTION V 


In 1959, a plan was developed to re- 
imburse a railroad for the loss of 
fixed-costs arising from an interrup- 
tion of service caused by certain em- 
ployee disturbances in support of 
unreasonable labor demands or in 
opposition to reasonable manage- 
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ment proposals. Reasonableness is 
to be determined by federal author- 
ity. There is to be no payment in 
event of a work-stoppage affecting 
50% or more of the industry. This 
plan became operative later in 1959 
when 65% of the American railroads 
agreed to participate. 

In its application to participate in 
the plan, each railroad set forth the 
total fixed costs and expenses (such 
as interest, pensions, salaries of su- 
pervisory persons) needed to main- 
tain it in non-operating periods. The 
data, presented on a daily basis, 
serve as both a measure of contribu- 
tion and reimbursement. Each rail- 
road agreed to pay (1) a minimum 
amount of $1,000 per annum, and 
(2) in event of work-stoppage affect- 
ing another railroad, an additional 
amount which per annum cannot ex- 
ceed 20 times its daily fixed-costs. 
When entitled to payment, each rail- 
road would receive its actual loss 
up to the daily amount for as long 
as 365 days. Thus, a railroad need- 
ing $200,000 per diem to pay its 
fixed costs in a shutdown could be 
liable for $4,000,000 of additional 
contribution, but could collect $73,- 
000,000 if it were shut down by a 
work-stoppage for the limit of 365 
days. 

(a & b) To what extent, if any, 
dees the hazard of employee disturb- 
ance, as defined above, generally (i) 
meet, and (ii) fail to meet the req- 
uisites of a commercially insurable 
hazard? Be specific with reference 
to each requisite. 

(c) To what extent, if any, do you 
find in the railroads’ plan the essen- 
tial elements of a sound insurance 
plan? 

(d) Do you believe it would be fea- 
sible to develop a similar arrange- 
ment for (i) other types of public 
utilities, and (ii) other industries 
not in the public utility category? 
Give specific reasons for your an- 
swers. 


Answer 


(a & b) The requirements of a com- 
mercially insurable hazard are gen- 
erally agreed to be that the loss must 
be (1) definite in time and place, (2) 
measurable in terms of money, (3) 
fortuitous or accidental in character 
as far as the insured is concerned, 
(4) free of catastrophic potential for 
the insurer, and (5) involved with a 


(Continued on the next page) 
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C.P.C.U. Questions—Continued 


sufficiently large number of units so 
that the law of large numbers can 
operate. 

(i) The hazard of employee disturb- 
ance as defined in the question meets 
tests (1), (2) and (5). It is definite 
in time and place, subject to mone- 
tary appraisal, and involves with 
65% of the U.S. railroads participat- 
ing a sufficiently large number of 
instances probably to make the aver- 
ages work. One qualification on point 
(2) is that while the loss is measur- 
able in monetary terms, the hazard 
may not be. There is little experience 
available on which to base an es- 
timate of the hazard, but the plan 
calls for assessments so that pre- 
determination of premiums is not as 


essential as it is in most forms of in- 
surance. 

(ii) The hazard fails to meet tests 
(3) and (4) in that work stoppage 
is partly in control of railroad man- 
agement and when it involves inter- 
ruption of service is usually not at 
all accidental or fortuitous. How- 
ever, as the reasonableness of labor 
demands or management proposals 
is to be determined impartially by 
federal authority, arbitrary action by 
the railroad that would permit re- 
covery is practically excluded. Fur- 
thermore, the hazard is reduced by 
the fact that work cessations tend to 
be discouraged by legislative re- 
quirements of fact-finding, a “cool- 
ing-off” period, etc. In view of the 
nationwide scope of the railroad 
brotherhoods and unions, there is 








45 YEARS OF SERVICE— 





adependent 
AGENT 


Inrerence 








PREFERRED FIRE INSURANCE COMPAN 


A MULTIPLE LINE COMPANY e TOPEKA, KANSAS 


/ 
SEnves vou rimsT 
=— 











An admitted market 


providing professional service to 
Insurance Companies and their 
Reinsurance Intermediaries. 


The 


: REINSURANCE CORPORATION 


of New York 99 John Street, New York 38,N. Y. 


catastrophe exposure for the rail- 
road insurers, but this is limited 
somewhat by the stipulation of no 
payments if more than 50% of the 
railroads are struck. 

(c) The railroad’s plan has some of 
the essential elements of an insur- 
ance plan: 

(1) it involves transfer or pooling 
of risk 

(2) it covers a large number of 
units 

(3) the units are similar in nature 
(4) the extent of loss is measurable 
in dollars 

But it lacks some others: 

(5) the experience of the plan must 
be recorded over a period of time 
long enough to make such experi- 
ence of future significance 

(6) the premium should be deter- 
mined and collected in advance of 
granting coverage 

(7) a contingent or buffer fund 
should be created for emergencies. 
The net effect is that the plan partly 
is sound and partly is an attempt to 
hedge on the loss potential in in- 
terruption of railroad service. To the 
extent that the contributions of all 
the member railroads minimizes the 
loss to the “struck” line, and thereby 
helps to weather an economic risk, 
the plan fulfills a need and can pos- 
sibly be called a social device for 
meeting the consequences of risk. 
(d) Such a plan might be feasible 
for other public utilities such as 
power companies, but not where 
the companies have been merged 
into large national monopolistic 
units, of which telephone and tele- 
graph are examples. The use of Fed- 
eral authority in determination of the 
reasonableness of management pro- 
posals may not be acceptable with 
such situations whereas it is ac- 
ceptable in the view of the railroads, 
railway labor legislation, and the 
character of railway labor negotia- 
tions. 

The application of such a plan in 
other industries not in the public 
utility category does not seem fea- 
sible because of the lack of homo- 
geneous units, the general freedom 
of competition and enterprise with 
little public regulation and public in- 
terest involved, and the general cur- 
rent attitude of free negotiation be- 
tween management and labor. In 
these cases, the matter of the fortui- 
tousness as far as the insured is con- 
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cerned is one that raises question as 
to the insurability of the hazard 
itself, 


~ QUESTION VI 


(a) The facts in question V do not 
indicate the type of organization 
utilized in the plan. In what respects 
does the description indicate that the 
organization (1) may possess, and 
(2) may fail to possess each of the 
characteristics that identify: 

(1) stock insurance companies, 

(ii) underwriters at Lloyd’s, Lon- 
don, 

(iii) mutual insurance companies, 
(iv) reciprocal insurance exchanges. 
(b) Assume the organization created 
for the purposes stated in question V 
is an alien, non-admitted insurer. 
1. Why would the railroads operate 
this plan through an insurer not ad- 
mitted to do business in any state of 
the United States of America rather 
than (i) selecting, or (ii) creating 
a domestic insurer? Be specific. 

2. What are the possible disadvan- 
tages in using an alien, non-admitted 
insurer to handle this problem? 


Answer 


(a) (1) There is little comparison 
of the railroad plan to stock insur- 
ance companies. There is no com- 
pany as such; there is no capital 
stock ; apparently the insurer is not 
incorporated. The plan appears to 
be one designed for the protection of 
the participants, without profit to the 
insurer. A stock company ordinarily 
undertakes risks from which it hopes 
to realize a profit and on which it 
assumes the risk of claims beyond 
the amount of premiums earned 
without the right of assessing in- 
sured participants. 

(ii) The railroads appear to be 
the ultimate risk-bearers and indi- 
vidual insurers. This is the only way 
in which the described plan resem- 
bles the individual underwriting of 
Lloyd’s-of-London type of organiza- 
tion. Underwriters at Lloyd’s, oper- 
ating in syndicates, involve to some 
extent a pooling of resources to 
handle risk. Lloyd’s underwriters 
charge a premium at the outset ; they 
do not assess “policyholders” after 
a loss but pay from accu- 


losses 
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mulated reserves. Lloyd’s underwrit- 
ers name a rate based on previous 
experience and/or judgment which 
is not done in the railroads’ plan 
which is principally an agreement 
to share a loss if it occurs. 

(iii) The railroad plan is more akin 
to a mutual insurance company, par- 
ticularly an assessment mutual. Good 
experience as in a mutual benefits the 
policyholder (lower rates and/or 
higher “dividends’’). In this instance, 
no losses mean the “insureds” get 
no assessments. But there is no com- 
pany organization such as exists gen- 
erally even with assessment mutuals. 


(iv) The railroads’ plan most re- 
sembles the reciprocal exchange. 
Here a group of companies, all in 
the same business, band together in 
agreeing to indemnify those who 
suffer loss by assessing all members 
of the group. There is the nominal 
service fee each year; then as the 
occur the members are as- 
sessed in proportion to the amount 
of their interest or participation, 
based in this case on each railroad’s 
fixed costs and expenses. The only 
major item missing seems to be the 
attorney-in-fact who serves as man- 


losses 
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C.P.C.U. Questions—Continued 


ager of the plan, but it is implicit in 
the plan as described that there is a 
small management team to handle 
the details. 

(b) 1. Operating this plan with little, 
if any, capital, they could not meet 
minimum state requirements for 
capital and surplus. Furthermore, 
state laws in the United States do 
not provide for this form of insur- 
ance among those for which charter 
powers may be granted. By organiz- 
ing as an alien insurer, they are free 
to work under their own rules and 
set up their own processes rather 
than conform to regulation and tax- 
ation by the state of the domestic in- 
surance company which they select 
or create. With railroads operating 
in several or many states, the choice 
of where the insurer should be domi- 
ciled would be difficult. 

2. Using an alien, non-admitted in- 
surer denies the policyholder many 
of the rights of protection of the 


state insurance department. Disa- 


greement with the insurer or the in- 
surer’s failure to live up to its agree- 
ments forces any action into foreign 
rather than domestic courts. Domes- 
tic, and foreign or alien admitted 
companies are under supervision and 
periodic examination of the state 
insurance departments. They have 
to meet certain requirements to be 
licensed or admitted and therefore 
the policyholder is protected. The 
alien insurer does not have invest- 
ments or other securities on deposit 
with the state to assure that it will 
meet its obligations. 
(Continued next month ) 


Rate Changes—from page |16 
E.C. RATE FILING 


THE OKLAHOMA Inspection Bureau 
has filed for an average increase of 
21.6% in extended coverage rates 
in that state. The filing makes a 
$50 deductible on windstorm and 
hail coverage mandatory. 





SAFEGUARDS AGAINST 


GOMMONEST GANCERS 


DANGER SIGNAL 


COLON AND RECTUM 


SAFEGUARDS 


New cases* 70,000 
Deaths* 39,000 


Change in bowel 
habits; bleeding. 


Annual checkup, 
including proctos- 
copy. 





SKIN 
New cases* 66,000 
Deaths* 4,000 


Sore that does not 
heal, or change in 
wart or mole. 


Annual checkup, 
avoidance of over- 
exposure to sun. 





BREAST 
New cases* 63,000 
Deaths* 24,000 


Lump or thicken- 
ing in the breast. 


Annual checkup, 
monthly breast 
self-examination. 





LUNG 
New cases* 44,000 
Deaths* 37,500 


Persistent cough, 
or respiratory ail- 
ment. 


Annual checkup, 
chest x-ray. Learn 
facts on smoking. 





UTERUS 
New cases* 40,000 
Deaths* 14,000 








Unusual bleeding 
or discharge. 





Annual checkup, 
including pelvic 
examination and 
“Pap” smear. 








*Estimated for 1961. +¢( When lasting longer than two|weeks see your physician). 


You can help the American Cancer Society bring life-saving 
facts to the public. Join the Society's April Crusade. Fight 
Cancer with a Checkup and a Check. 


AMERICAN CANCER SOCIETY 


HOMEOWNERS FILINGS 


Tue HoMEOWNERS PACKAGE policy, 
now available in 41 states, has been 
filed in New Mexico by the Moun- 
tain States Inspection Bureau. 
Under the filing, basic liability 
coverages have been increased from 
$10,000 to $25,000 and medical pay- 
ments from $250 to $500. 

A reduction averaging 5% in 
homeowners’ policy rates filed by 
the Michigan Inspection Bureau has 
been approved in that state effective 
September 5. 


COMPULSORY RATES 


THE TENTATIVE 1962 Massachusetts 
compulsory automobile liability rates 
for private passenger cars announced 
by Commissioner Whitney are 5.3% 
higher than the 1961 level. The 
companies had suggested an increase 
of 7.9% but are not expected to con- 
test the smaller boost at the public 
hearing to be held October 20. In 
his announcement of the new rates, 
the Commissioner repeated his 
pledge to seek repeal of the compul- 
sory law. 


SUBCOMMITTEE REPORT 
THE CONGRESSIONAL ANTITRUST 
and Monopoly subcommittee has 
recommended that the Department 
of Justice institute proceedirgs to 
eliminate conflicts which the sub- 
committee feels exist between state 
insurance rating laws and the Mc- 
Carran Act. In its second report, 
which has the approval of the Senate 
Judiciary Committee, the subcom- 
mittee criticized state laws requiring 
membership in a rating bureau or 
requiring uniform rates and what it 
called a dangerous interlocking re- 
lationship between the larger compa- 
nies, the advisory organizations and 
the local rating bureaus. 


CONVENTION ACCIDENT 
POLICY 


THE Stuyvesant Insurance Com- 
pany of Allentown, Pennsylvania is 
currently offering to bona fide trade 
and professional organizations, as 
well as employers, Conventioneers’ 
Term Accident Policy which pro- 
vides complete accident coverage for 
individual conventioneers and their 
families under a master policy issued 
to the sponsoring organization. 
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This examination is of the True- 
False type. Correct answers to the 
questions will be found following 
question number 50. 


QUESTIONS |, If AND Ill 


1. In construing a particular clause 
in a policy, courts will endeavor to 
give more weight to the intention of 
the parties than to the plain mean- 
ing of the clause. 

2. If ambiguity remains, the court 
will probably construe the policy 
against the underwriter by adopt- 
ing that construction or interpreta- 
tion which is most favorable to the 
assured, 

3. A well established and widely 
known usage will be read into the 
policy even though it is at variance 
with the express terms of the policy. 
4. Generally speaking, typed and 
stamped clauses take precedence 
over printed clauses. 

5. In determining the meaning of 
any part of the policy, it is only 
necessary to consider that part 
alone. 

6. The word “warranted” must pre- 
cede a word or group of words be- 
fore they can be construed as an ex- 
press warranty. 

7. The breach of an express war- 
ranty renders the contract voidable 
at the election of the underwriter. 
8. The breach of any express or 
implied warranty, with the excep- 
tion of legality, may be waived by 
the underwriter. 

9. An express warranty must be 
strictly and literally complied with 
whereas an implied warranty need 
only be substantially complied with. 
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The following questions, with the correct answers, are taken from the final 
examination given to the students in Ocean Marine Il (Cargo Insurance) 
class, Evening Division, School of Insurance, Insurance Society of New York. 


PART | 


10. “Warranted free of particular 
average...” is an “exception” war- 
ranty the breach of which has no af- 
fect on the validity of the insurance. 
11. A concealment of a material fact 
renders the contract voidable 
whether it arises from an intent to 
deceive or merely from mistake or 
ignorance. 

12. The law concerning misrepresen- 
tations and concealments is based 
upon the principle of the utmost 
good faith. 

13. A loss must be connected to a 
material misrepresentation before it 
can render the contract voidable. 
14. A representation is material if it 
makes the risk appear less hazard- 
ous than it actually is. 

15. A material representation must 
be strictly and literally complied 
with. 

16. The assured must have an in- 
surable interest in the goods at the 
time of loss, but he need not have 
an insurable interest in them at the 
time the insurance is bound. 

17. A person must have ownership 
in the goods to give rise to an in- 
surable interest. 

18. The word “for account of whom 
it may concern” in a policy makes it 
clear that it is assignable. 

19. Underwriters do not consider the 
substitution of third parties in ocean 
cargo insurance as being an impor- 
tant underwriting factor because the 
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goods are in transit and generally 
outside the control of the assured. 
20. Under F.A.S. vessel (port of 
loading) terms, the buyer should 
furnish marine insurance unless the 
seller has been instructed to do so. 
21. Under F.A.S. vessel (port of 
loading) terms, the seller is respon- 
sible for loss or damage until the 
goods have been placed on board the 
overseas vessel. 

22. Under C.I.F. named port of des- 
tination terms, the seller is respon- 
sible for loss or damage until the 
goods are placed on board the over- 
seas vessel at port of loading. 

23. Under C.I.F. named port of des- 
tination terms, the buyer should fur- 
nish marine insurance. 

24. Under Ex-Dock named port of 
importation terms, the buyer must 
furnish marine insurance. 

25. The craft clause was incorpo- 
rated in the cargo policy to provide 
for lighterage risks at ports of load- 
ing and other than customary light- 
erage risks at ports of discharge. 
26. The interruption of the ordinary 
course of transit by the assured has 
no effect on the policy. 

27. The deviation clause holds the 
assured covered in the event of 
breach of the implied warranty of no 
deviation. 

28. The deviation clause also holds 
the assured covered in the event of 
a breach of certain specified express 
warranties. 

29. The implied warranty of no de- 
viation means that the goods must 
be shipped by the shortest possible 
route between the port of loading 
and the port of discharge. 


(Continued on the next page) 





Quiz of the Month—Continued 


30. The deviation clause also pre- 
vents the voidance of insurance by 
an unintentional error in the descrip- 
tion of the goods. 

31. The Marine Extension Clauses 
replace the “held covered” provi- 
sions of the “warehouse to ware- 
house” and “deviation” clauses. 

32. To be covered under the Marine 
Extension Clauses, an interruption 
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not confined to 


large risks alone 


/ The value of safety engineer- 
ing in eliminating the causes of 
accidents has long been recog- 
nized. Making that kind of serv- 
ice available to large risks pays 
off in lowered accident frequency 
and is reflected in lowered insur- 
ance costs. 


/ The same benefits can be just 


as important to the insured 
whose business is of only moder- 
ate proportions. They may not 
be familiar with what safety en- 
gineering can do for them, but 
once shown its value, those 
smaller insureds appreciate what 
their agent is doing for them in 
making this “Shelby” accident 
prevention service available to 
them. 
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or suspension transit must be due to 
circumstances beyond the control of 
the assured. 


33. Under a modern cargo policy 
which includes the deviation, ware- 
house to warehouse and Marine 
Extension Clauses, the assured is al- 
lowed 15 days “free-time” not sub- 
ject to additional premium to effect 
delivery of the goods within the port 
area. 

34. Under the 60 Day South Ameri- 
can Endorsement, the assured is al- 
lowed 60 days (90 days in the case 
of shipments via the Magdalena R.) 
after completion of discharge of the 
overseas vessel to take delivery and 
this is true even where the assured 
uses the customs warehouse as a 
place of storage to avoid higher stor- 
age charges. 

35. Under the above clause, if the 
assured takes delivery at his own 
warehouse prior to the expiration 
of the 60 day (or 90 day) period, the 
insurance, nevertheless, continues in 
force until such period does expire. 
36. The 60 Day South American 
Endorsement applies only to ship- 
ments insured in U. S. Currency and 
shipped to South America. 

37. Where the “warehouse to ware- 
house,” 60 Day South American En- 
dorsement and Marine Extension 
Clauses are incorporated in a policy 
covering goods shipped to South 
America and insured in £ Sterling, 
the “warehouse to warehouse” 
clause is controlling. 

38. The 60 Day South American 
Endorsement is usually requested by 
the consignee. 

39. Underwriters attach the 60 Day 
South American Endorsements to 
their policies in order to meet com- 
petition. 

40. An underwriter cannot legally 
extend an ocean cargo policy to 
cover goods after they have been de- 
livered to the final warehouse; nor 
can he insure goods prior to com- 
mencement of transit to an overseas 
destination. 

41. The expression “goods and/or 
merchandise” in a cargo policy in- 
cludes every kind of movable prop- 
erty capable of being shipped over- 
seas by ocean going vessels. 

42. The effect of the conveyance 
clause is to limit the open policy to 
goods shipped by iron or steel steam- 
ers or motor vessels not over 25 


years of age and not less than 1000 
net tons. 

43. It is the usual practice today to 
cover foreign aircraft and mail ship- 
ments under the same ocean cargo 
policy. 

44. An ocean cargo policy may be 
drawn to cover shipments made from 
ports and/or places in the world to 
ports and/or places in the world. 
45. The words “connecting convey- 
ances” includes any kind of convey- 
ance common to the area used to 
transport goods to or from overseas 
vessels or aircraft. 

46. The usual form of conveyance 
clause does not include an ocean go- 
ing barge except when used as a 
connection conveyance within the 
limits of port of loading or discharge. 
47. A cargo policy may be valued 
or unvalued but it is generally of the 
valued type. 

48. In a valued policy the parties 
agree on the value of the goods after 
the loss has occurred. 

49. A fundamental principle of ocean 
cargo insurance is that the policy is 
applied as if it contained a 100% 
coinsurance clause. 

50. As a general rule the agreed 
value of the goods is conclusive be- 
tween the parties and it may not 
be opened (disputed). 


Answers 


. False 26. 

. True 27. 

. False 28. True 

. True 29. False 

. False 30. True 

. False 31. True 

. True 32. True 
8. True 33. False 
9. False 34. True 
10. True 35. False 
11. True 36. True 
12. True 37. False 
13. False 38. False 
14. True 39. False 
15. True 40. False 
16. True 41. False 
17. False 42. False 
18. True 43. True 
19. True 44. True 
20. True 45. True 
21. False 46. True 
22. False 47. True 
23. False 48. False 
24. False 49. True 
25. True 50. True 
(To be continued next month) 


False 
True 
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Moral Hazard—from page 1|8 


Does awareness of possible financial 
loss resulting from an automobile 
accident improve driving care? If it 
does, then the converse must hold 
true as well, To reduce the unprofit- 
ability of careless driving through, 
for instance, insuring the financial 
consequences of carelessness, would 
diminish driving care and increase 
the number of accidents. 


In automobile liability insurance, 
this point is by no means settled, as 
can be seen from the diametrically 
conflicting opinions held by responsi- 
ble writers on the subject. One 
author maintains that the principal 
cause of automobile accidents today 
is the type of automobile insurance 
now being sold in the country... . 
For a small premium (the driver 
can) transfer practically all financial 
responsibility for his acts to a pro- 
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fessional insurer. The driver 
. . . has no incentive to be a good 
driver. (To reduce accidents) we 
must make it financially unprofitable 
for the individual driver to drive 
unsafe equipment or to drive care- 
lessly.® 

On the other hand, a different 
writer concluded that as to the in- 
dividual private passenger owner 
and operator, there is probably no 
connection whatever between the 
possession of insurance and his ac- 
tions as a driver.® 

Which of these views is correct? 
A look at the experience of the only 
state in this country in which com- 
pulsory liability insurance has been 
in effect long enough to yield signifi- 
cant data, may provide the answer, 


Compulsory Coverage 


Massachusetts introduced compul- 
sory third party bodily injury liabil- 
ity insurance in 1926, at a time when 
fully 75 per cent of all drivers carried 
no such coverage. It is probably true 
that those who did carry insurance 
possessed above average wealth and 
above average awareness of the fi- 
nancial calamity that might befall 
them if their negligence resulted in 
verdicts being rendered against them 
(jury awards were running to five- 
figure amounts even in those days). 
But it would be unrealistic to con- 
sider the remaining three-quarters of 
the driving population as being im- 
poverished, habitually irresponsible, 
or entirely unaware of the danger to 
their financial position that might 
result from a judgment in a liability 
case. 

How, then, was the state’s accident 
record affected by the removal of 
the first $5,000 of potential bodily 
injury liability for 75 per cent of the 
state’s motorists? Compulsory in- 
surance not only “had no measur- 
able effect on the occurrence of ac- 
cidents,” * but the most recent study 
of this question by Liberty Mutual, 
covering the years 1934-1949, 
showed that Massachusetts has not 
had a more favorable trend in fatal- 


5 Oppenheimer, Robert H. “Insured to Kill: 
The Influence of Automobile Insurance on Acci- 
dent Freqeuncy,” Readings in Property and 
Casualty Insurance, Chapter 51. H. Wayne Sni- 
der, editor (Homew , Illinois: Richard D. 
Irwin, Inc., 1959), pp. 475-476. 


6 Kulp, C. A., op. cit., p. 208. 
7 Blanchard, R. H. Automobile Insurance and 


the Traffic Problem. Institute of Traffic Engi- 
neers. New York, 1939. 
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ity rates—the most reliable index— 
than the rest of the country.* Based 
upon these studies, it is concluded 
that a deductible will not improve 
driver safety if it is included in a 
liability policy. 

There is still the question of the 
effectiveness of a deductible in pre- 
venting accidents when it is included 
in a collision insurance policy. In 
the absence of the statistics referred 
to earlier, the answer depends upon 
whether or not the threat of a bodily 
injury claim resulting from an acci- 
dent looms as large in the driver’s 
mind as the threat of financial loss 
resulting from damage to his own 
automobile. There is no definite an- 
swer, but one may seriously question 
whether the incentive to safe driving 
engendered by the knowledge that 
one shares the first $50 or $100 of 
every loss resulting from damage to 
one’s own car, can be very significant 
if the elimination of the first $5,000 
of third party bodily injury liability 
for three-quarters of the driving 
population in one of our most in- 
dustrialized states, failed to result 
in a relative increase in the number 
of accidents due to all causes, includ- 
ing carelessness. At best, the issue 
remains debatable. 


Fraudulent Claims 


The propensity to exaggerate the 
size of actual losses receives its im- 
petus from two distinct motives, the 
“pure profit” motive and the “full 
indemnification” motive. In the ab- 
sence of a deductible, only the first 
of these, the “pure profit” motive, 
comes into play by furnishing incen- 
tive to reap “profits” in the form of 
indemnification payments exceeding 
the actual loss suffered. Adding a 
deductible not eliminate this 
motive but does make it more diffi- 
cult to realize, since a claim must be 
exaggerated by at least the amount 
of the deductible before the first dol- 
lar of “profit” can accrue. On the 
other hand, the deductible introduces 
a far more powerful incentive to 
claim-size exaggeration, by goading 
the insured into claiming indemnifi- 
cation for the full amount of his loss, 
even though under the deductible 
cover he should bear a portion of the 


does 


8 Cited Kulp, C. A., op. cit., p. 207. The origi 
nal source of this quotation, according to Kulp, 
is Farm Bureau Companies, Financial Responsi 
bility for Automobile Accidents. Columbus, Ohio. 
No dates 
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loss himself. The question of whether 
a fraud is stimulated by the “pure 
profit” motive as distinguished from 
the “full indemnification” motive 
may appear academic from the in- 
surance company’s point of view. 
But as far as the insured is con- 
cerned, the first represents actual 
enrichment at the company’s ex 
pense—a notion reprehensible to at 
least some citizens—while the mo 
tive of seeking indemnification for 


what has actually been lost collides 
with fewer scruples of the average 
insured, The deductible thus aggra- 
vates this aspect of the moral hazard. 


The three types of claims which 
fall under this heading are: claims 
based upon non-existent 
claims based upon losses excluded 
from coverage under the terms of the 
policy, and claims based upon willful 


losses : 


ntinued on the next 








Moral Hazard—Continued 


destruction of property to create loss 
or to aggravate existing loss. 

An _ insurer’s best protection 
against these three moral hazards 
lies in thorough claim investigation 
to determine the actual existence and 
the true nature of the loss. The de- 





Insurance 


( orporation 


REINSURANCE 


Henri G. Ibsen, President 


90 JOHN STREET 
NEW YORK 38, N. Y. 











ductible provides auxiliary protec- 
tion to the insurer in two ways: (1) 
To the degree to which a deductible 
eliminates small claims from cover- 
age, it also eliminates small fraudu- 
lent claims. It thus acts primarily as 
a check upon small claims, but also 
as a check upon moral hazard. (2) 
To the degree to which a deductible 
counteracts a company’s laxness in 
claim investigation, it acts primarily 
as a control of investigating expenses 
and also as a check upon moral haz- 
ard. 


Weapon 


The over-all effectiveness of the 
deductible as a weapon against 
fraudulent claims depends upon the 
degree to which its tendency to 
create moral hazard in the area of 
claim-size exaggeration is offset by 
its tendency to deter fraudulent 
claims based on nonexistent loss, ex- 
cluded loss, or willfully created loss, 
[t is impossible to determine the de- 
gree to which these two effects 
counterbalance each other. The best 
that can be said is that the de- 
ductible’s beneficial effect upon this 
aspect of moral hazard remains an 
unsettled question. 


The discussion now turns to the 
final “ingredient” in moral hazard, 
the one aspect of the hazard which 
has nothing whatever to do with 
morals or morality. This aspect of 
the hazard deals with the propensity 
of some insureds to seek reimburse- 
ment for every $5 or $10 loss caused 
by their own negligence or by the 
negligence of third parties. Such be- 
havior represents a distinct deviation 
from the generally accepted norm, 
since most people are satisfied to 
absorb such expense-type losses 
themselves, if only to save the time 
and trouble involved in filing claims. 
Its effect is to increase the chance 
of loss to the insurer ; it is one of the 
intangible human . propensities 
which cannot be measured by any 
rating system and which cannot be 
accounted for in advance by a req- 
uisite premium charge,® without, 
one must add, exposing oneself to 
vicious adverse selection. Such be- 
havior represents moral hazard in 
every sense of the definition, even 
though many writers include it in 


9 See footnote 2, 


their discussion of moral hazard 
only peripherally, if at all. 

Since small losses occur more fre- 
quently than large losses, the de- 
ductible mitigates this aspect of 
moral hazard by reducing the oppor- 
tunities for overzealous pursuit of 
legitimate small claims. 

How valid, then, is the contention, 
so.unceasingly echoed in the insur- 
ance literature, that the deductible 
serves aS a major weapon against 
moral hazard in automobile insur- 
ance? The deductible does nothing 
to improve driver competence; it 
has no effect upon reputation; it is 
problematic whether it improves 
driving care and questionable 
whether or not it reduces fraudulent 
claims. There remains only the un- 
disputed effectiveness of the de- 
ductible in curbing overzealous pur- 
suit of legitimate small claims. It is 
upon this basis alone that a solid case 
for the deductible as a safeguard 
against moral hazard in automobile 
insurance must rest. 


Reprinted from the Journal of Insur- 
ance, published by the American Risk and 
Insurance Association. 


New Publications—from page 12 


Property and Casualty Insurance by 


Philip Gordis 


The revised eighth edition of this 
insurance text treats such develop- 
ments as automobile merit rating 
plans, changes in the field of home- 
owners policies, business interrup- 
tion forms, and the relatively new 
muitiple peril contracts, such as the 
commercial property policy, as well 
as lesser revisions in other branches 
of the business, except for life insur- 
ance, which is not covered, 

The contents cover fire and allied 
lines, crime policies, fidelity and 
surety bonds, inland and __ ocean 
marine, liability insurance, accident 
and health, and other classes of in- 
surance. The purpose of each pol- 
icy, and the need for the coverage, 
are explained, the policy itself ana- 
lyzed completely and clearly, and the 
procedure for payment of losses is 
given with examples. 


602 pps. $7.50 per copy. Published 
by Rough Notes Co., Inc., 1142 
North Meridian Street, Indianapolis 
6, Indiana. 


Best’s Fire and Casualty News 





FOR IMMEDIATE DELIVERY 
The NEW ...1961 edition of 


BEST'S DIGEST of 
INSURANCE STOCKS 


The indispensable reference work for organized and continuous 
investment analysis and research on fire, casualty and 
life insurance stocks. Recognized as the most com- 
plete digest of its kind in existence. 

Whether you’re interested in adding insurance stocks to your 
personal portfolio, keeping tabs on securities you 
already own, rounding out your background knowl- 
edge on insurance stocks or comparing your own 
company’s progress, performance, and practices with 
those of other carriers .. . 

The 1961 BEST’S DIGEST OF INSURANCE STOCKS offers a 
wealth of detailed information for over 100 stock 
insurance companies—fire, casualty, and life . . 
virtually the entire actively traded market! 


Resources — Ten-Year Trend: 
assets, capital, surplus-voluntary 
reserves, conditional reserves, 
book value. 


Liabilities — Ten-Year Trend: 
loss reserves, unearned pre- 
miums, total liabilities, liabili- 
ties % of book value. 

Five-Year Net Premiums Earned 
and Written: in dollars and in 
% of book value. 


Ten-Year Per Share Figures: par 
value, book value, invested 
assets, net premium writings, 
yearly market range. 


Ten-Year Earnings Breakdowns— 
Amount and Per Share: net in- 
vestment income, statutory un- 
derwriting, changed unearned 
premium equity. 


In this ONE book 
you'll find such 


data as... 





Distribution and Five-Year Growth 
of Premium Writings: total and 
by classes of business. 


Five-Year Operating Ratios: loss, 
expense, and combined. 

Cash Dividends Declared—Ten 
Years: amounts. 


Capital Gains or Losses: ten-year 
histories (amount and per share) 
of profit or loss security sales, 
appreciated or depreciated asset 
values, miscellaneous. 

Consolidated Earnings 

Consolidated Financial Statements 

Historical Summary 

Scope and Type of Operation 

Management 

Current Dividend Rate 


Test this outstanding reference work now, while you can. Dis- 
cover for yourself why so many individual investors, 
investment analysts and professional fund managers 


are so successful with it. 


Onder Today! Twenty Dollars per Copy 


To: ALFRED M. BEST COMPANY, Incorporated 
75 Fulton Street, New York 38, N. Y. 


Gentlemen: Please send me 
at $20.00 per copy. 
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Portrait—from page 54 


government could put you out of 
business, Surely you know that the 
government is already the largest in- 
surance company in the history of 
the world. The government takes 
6% of most payrolls in Social Secu- 
rity taxes and thus competes di- 
rectly with private insurance and 
investment companies. 

A study recently conducted by 
the Chicago Tribune showed that the 
federal government is now the 
“biggest land owner, property man- 
ager, renter, mover and hauler, med- 
ical clinician, lender, insurer, mort- 
gage broker, employer, debtor, taxer, 
and spender in all history.” 

And the government is not only 
competing with you, it’s making your 
life rather complicated in other ways. 
For one thing, the graduated income 
tax system concentrates on the 
people in our society who have the 
most responsibilities and risks and 
the greatest need for the protection 
of insurance. It submits them to an 
especially rigorous tax burden, leav- 
ing them woefully less able to enjoy 
the protection they need and deserve. 
The government thus cuts off a sub- 


HARTFORD'S 
ONLY 
PROFESSIONAL 
REINSURANCE 
COMPANY 


FIRE 


METROPOLITAN 
FIRE ASSURANCE 
COMPANY 


J. B. CARVALHO, President 
95 WOODLAND STREET, HARTFORD 5, CONN. 


MARINE 


re Oe Se 7 a OU! 


stantial share of your market which 
needs to have and deserves to have 
more of your counsel and your 
services. 

The security-provider role as- 
sumed by welfare government dis- 
suades people, little by little, from 
assuming personal responsibility for 
their own security. And it sets up 
barriers for the private marketers of 
security protection—the insurance 
agent. 


Government Threat 


So the government competes with 
you, threatens you, removes best- 
qualified customers from your pros- 
pect list, and discourages people 
from thinking about their own secu- 
rity responsibilities . . . and still 
you bring in the business. It’s an 
understatement when I say I admire 
that. 

How do you do it? Maybe it’s 
because you believe so strongly in 
this statement, which was quoted to 
me by my friend Howard Shaw of 
Connecticut Mutual : 

“Simply stated, life insurance en- 
ables us to provide a better life for 
both present and future generations. 


As against the philosophy of borrow- 
ing for our welfare today from our 
children’s earnings tomorrow, life 
insurance embraces the philosophy 
of saving from our earnings each 
day for our own and our children’s 
welfare today and tomorrow. There 
can be no question as to which phi- 
losophy must survive for freedom to 
survive.” 

Strong personal salesmanship 
must also be a key factor. As a mat- 
ter of fact, one salesman defined his 
sales role this way: 

A good insurance salesman must 
be a man of vision, ambition, and 
iron endurance. He must be an 
after-dinner speaker, before dinner 
guzzler; work all day, flatter all 
evening, drive all night, and appear 
fresh as a daisy the next morning. 
He must be able to entertain cus- 
tomers, wives, sweethearts and re- 
ceptionists. He must be a man’s 
man, a lady’s man, a lover like 
Gable, a diplomat like Churchill, a 
good sport, a Plutocat, a Democrat, 
a Republican, a New Dealer, a fast 
dealer, a mathematician and a 
mechanic. He must belong to all 
clubs and fraternal orders and pay 
all expenses on 5% commission plus 
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2% excise tax, 114% old age pen- 
sion and 2% lost-sales tax. 

That’s what I call all-around per- 
sonal salesmanship! And of course, 
you men have a reputation for 
shrewdness, too. I heard recently of 
a well-to-do gentleman who willed 
a little bonus—$1,000—to his bro- 
ker, his banker, and his insurance 
man, provided they each dropped 
$10 into his coffin to, as he put it, 
“help pay the fare along the Glory 
Road.” The banker dropped in a 
$10 bill and the broker put in a $10 
bill. The insurance man put in a 
check for $30 and took out the two 
tens. 

That’s what you call resourceful- 
ness! 

And you men are always eager 
—constantly on the lookout for 
business. I met an insurance man at 
a cocktail party the other day, and 
he said, “How much did you say 
your name was?” 

Then, too, you’re diplomats. A 
friend of mine just bought a policy 
and the agent asked him: “Now sir, 
would you like to pay this in piddling 
amounts, or in one staggering sum ?” 

Other reasons for your successes 
may be these. Some of you are good 
researchers. You study your pros- 
pects, study the market, keep your 
eye on population movements, job 
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changes, home purchases, new resi- 
dential areas in construction. 

Others of you are good qualifiers. 
You screen out the meaningful pros- 
pects well. Some of the qualifying 
data can waste your time, other data 
is very valuable. A Philadelphia in- 
surance company recently found a 
correlation between the height of the 
customer and the amount of insur- 
ance he buys. The average insurance 
purchase of a: 

5’ person 

5’ 6” person 

6’ person 

6’ 4” person 


Good Prospects 


Chances are most of you are sus- 
picious of the meaning of such data. 
So am I, On the other hand, re- 
search recently showed that people 
who go to drive-in movie theatres 
are significantly better life insurance 
prospects than people who don’t at- 
tend. Why? Because drive-in at- 
tenders are younger, better paid, 
have younger families and more 
children than non-attenders. They 
are the kind of folks who “get up 
and go,” put money on the line for 
family entertainment, engage in more 
family “togetherness” projects than 
non-attenders. And chances are, 


those very people sound like your 
prospects ! 

Of people who go to drive-ins, 
38% of heads of families carry more 
than $10,000 in insurance. Among 
non-attenders, only 27% do. Drive- 
in attenders are more likely to buy. 
These facts may have special mean- 
ing for your own advertising. 

I suspect that the best of you are 
good visualizers. Life insurance in- 
volves some complex concepts that 
the average person doesn’t grasp 
well without vivid visualization. 
Think and talk in terms of pictures 
and visuals. In your business, I 
think it’s vital. 

Before you can visualize for your 
customer, you’ve got to visualize for 
yourself—in your own mind. 

How important this is for you! 
Visualize insurance. Draw. Use 
stick figures. Use a Polaroid camera. 
Sketch. Use charts. Illustrate your 
point with a looseleaf book in which 
your illustrations have been swiped 
from magazines, Use the aids pro- 
vided by your companies, some of 
which are excellent. Personalize 
them visually. Make all your ads 
strongly visual. 

I have had several splendid insur- 
ance presentations made to me in 
the past couple of years. If there 

(Continued on the next page) 
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Yes, you were “really in 
action.” Your customers even 
called to say “THANK 
YOU” for your unique and 
wonderful remembrance and 
thereby opened the door to 
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Your employees and friends 
too, showed their apprecia- 
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Portrait—Continued 


was one common weakness, it was 
in terms of visualization. 

What novel form of visualization 
will help you crack through the in- 
difference barrier of your prospect ? 

We use film to achieve this. But 
above all, think and speak in terms 
of pictures. 

The other day, we had a message 
for our own sales people. It was 
simply this: “Try harder.” Manage- 
ment has to say that every now and 
then. But I think we said it in terms 
of pictures, This was the message 
that went out to our field people: 

“Jim Reynolds came into the 
office the other day and showed us 
a clipping from a magazine. It re- 
ported an observation by entomol- 
ogists that a common “house fly” 
can rise only 32 feet above the 
ground, at the most. That appears 
to be his “ceiling”. An interesting 
consequence of this odd fact is that 
in the Northwest, Indians used to 
hang fish and other food from trees 
33 feet above the ground. That is 
to say, when they were drying their 
supply of food for the winter, they 
placed it just one foot above this 
peculiar “fly ceiling” so that it would 
be safe from the disease-carrying 
bugs. 


Unambitious Fly 


“This is a pretty intriguing fact! 
Naturally, you would suppose that 
having climbed to an alititude of 32 
feet, the additional 12 inches would 
be no problem at all for a fly in 
search of a tasty fish dinner ! 

“Evidently there has never been 
a real scientific explanation for this 
behavior of the familiar fly. Pos- 
sibly it’s because he’s unable to scent 
the nearness of the food. Maybe he 
is aware that the fish is there, but 
has no sense of intuition to make him 
realize that with only one more foot 
of “effort,” the prize could be his. 

“Another theorist has suggested 
that maybe the fly is content enough 
with the output of his regular 32- 
foot “territory” and that he is more 
or less lacking in ambition as far as 
“higher achievement” is concerned. 

“There seem to be people like 
that fly in our business! They don’t 
seem to have the intuition to perceive 
the prize that lies only a foot or so 


away. Instead they feel sorry for 
themselves, excuse their failures, and 
rationalize by referring to troubles 
in the territory in which they’re 
working. They cite competitive con- 
ditions, bad weather, depression, re- 
cession, snow storms, and a hundred 
other reasons why getting over that 
“*32-foot level” is impossible. 

“Ironically, while they are busy 
making these excuses, other species 
bring home the fish! The fact is 
that opportunities for unusual 
achievement are actually available to 
all of us, just a bit beyond our usual 
area of activity. The prize only re- 
quires a little extra “reach,” a little 
extra exertion. 

“So many times, like the fly with 
the 32-foot ceiling, we sense that the 
opportunities are there somewhere, 
but we peer at them through a foot- 
thick barrier of complacency. We 
tend to accept that one foot as an 
impossible limitation, when actually 
all we need is to see, understand and 
stretch a little. And the necessary 
stretch is frequently only about 12 
inches’ worth ! 

“All of us ought to mull this over 
when we start looking for a rational- 
ization instead of a solution. Let’s 
determine what we want and then 
realize that chances are it’s only 
about “12 inches beyond.” Let’s 
crash through that 12-inch barrier! 
The fact is we can all achieve greater 
rewards if we face the fact that we 
are capable of more determination, 
more courage, and more personal dis- 
cipline than that harmless little old 
fly !” 

Those pictures were contrived to 
say—visually—try harder! 

If you’ll think and talk and sell 
in terms of pictures, I think you'll 
enjoy your business more, and sell 
better. I can just picture you at that 
million dollar round table, right now, 
the picture of success and the picture 
of personal contentment. I hope to 
see you in the pictures! 


ACTUARIAL EXAMINATIONS 


THE SUCCESSFUL COMPLETION of its 
examinations for Associate by 21 
candidates and the successful com- 
pletion of the Fellowship examina- 
tions by seven members who are 
currently Associates has been an- 
nounced by the Casualty Actuarial 
Society. 
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Ass'n Notes 


AFCO: Paul M. Holland has been named 
agency vice president at executive head- 
quarters and is replaced as regional man 
ager at Baltimore by Robert G. McHugh. 
Louis L. Koelsch, Jr., has been advanced 
to regional manager at Chicago replacing 
Mr. McHugh and is succeeded at Kansas 
City as assistant regional manager by Mrs. 
Gloria J. Lefton. 


American Bar Ass'n: James B. Donovan, 
Watters & Donovan, was elected chairman 
of the Insurance, Negligence and Compen- 
sation Law section. 


American Foreign Ins. Ass'n: A branch 
office has been opened in Cebu, Philippine 
Islands; Ben Aragon, former assistant man- 
ager in Okinawa, will head the new office. 


General Adjustment Bureau: Charles F. 
Porter, Jr., Indianapolis regional manager, 
has assumed duties of executive manage 
in Chicago dept. and will also be respon- 
sible for its catastrophe dept. 
New branch offices in Mass.: Brookline 

Charles D. Sullivan, manager; and Everett 
—J. Russell Ross, manager. 


Georgia Pond of Blue Goose: Officers 
elected: Robert M. Dominy (field man- 
ager, Factory Ins. Ass'n) Most Loyal 
Gander; William C. Painter, Jr., (South- 
Eastern Undrs. Ass'n) supervisor; D. Lee 
Wicker (Hurt & Quin) custodian; Cecil 
A. Pool (Fireman's Fund Ins. Co.) guar- 
dian; M. E. Kendrick (Gen. Adj. Bur.) 
keeper; and Edward §S. Kelly (GAB) 
wielder. 


Independent Ins. Agents of Wichita: Of- 
ficers of this newly-formed organization 
(merger of Wichita Ass’n of Ins. Agents 
and Fire & Cas. Agents, Inc.) are Presi 
dent, Earl G. Teubner (treasurer, H. C. 
Brady Co.); vice president, Leslie D. Hos- 
tetler (owner-manager, Kyle B. McGee 
Agency); and secretary-treasurer, Henry | 
Schott. 


insurance Inst. for Highway Safety: 
James R. Berry, previously supervisor of 
technical services with Safety Education 
Div. of Iowa Dept. of Public Safety, has 
been named a traffic consultant. 


Insurance Women of Toledo, Ohio: Of- 
ficers elected: President, Tillie Chelminiak; 
Ist vice president, Donna Schmidt; 2nd 
vice president, Clara Vail; recording secre- 
tary, Carol Dunham; treasurer, Dorothy 
Campbell; publicity chairman, Lorine 
O’Boyle; and corresponding _ secretary, 
fudra Mason. 


International Aviation Undrs.: Richard 
W. McCabe, formerly aviation underwriter 
for U. S. Aviation Ins. Undrs., has been 
appointed Los Angeles branch manager re- 
placing Phil G. Spexarth, elected vice 
president at home office. 


Inter-Regional Ins. Conf.: Robert L. 
Hurley, formerly with Liberty Mutual 
Fire, has joined the staff as actuary. 


National Ass'n of Insurance Agents: 
Robert W. Strain, formerly a member of 
Texas State Board of Insurance, has 
been appointed executive secretary in New 
York City. 


National Ass'n of Mutual Ins. Agents: 
Harold B. Peek, Ridgefield, N. J., has been 
appointed to newly-created position of 
membership director. 


National Board of Fire Undrs.: John H. 
Boyajian has been named actuary, a post 
he formerly held with California Inspec- 
tion Rating Bureau. 


Nevada Ass'n of Domestic Ins. Cos.: 
Officers named by this recently-organized 
group are: President, Benedict J. Dasher; 
vice president, Rex Laub; and secretary- 
treasurer, Robert Erickson. 

Domestic companies in the association 
include, Transwestern Life, First Pacific 
Life, Universe Life, Meridian Life, Great 
Basin, Nevada Title and Pioneer Title. 





@ PRIME LOCATION 


@ CLASS A BUILDING 


@ TOP TRANSPORTATION 





In Southern California 


Major Office Building 
To Be Sold 


Blue chip Wilshire area, 9 minutes 
from Los Angeles City Hall. 


49,000 square feet, built 1951, filtered 
air conditioning, plentiful parking. 
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William W. Banks 
Box 180-C 


BEST'S INSURANCE NEWS 
75 Fulton St., New York 38, N. Y. 








Oklahoma Insurance Dept.: John R. 
Hughey has been appointed a member of 
the staff of Insurance Commissioner joe 
B. Hunt replacing James W. Green, who 
joined Old Security Life. Mr. Hughey will 
serve as an attorney and securities analyst. 


Underwriters Salvage Co. of Chicago: 
Has opened an automobile dept. to handle 
constructive total loss vehicles under the 
direction of Philip A. Farrington. 


Underwriting Executives Council: Robert 
Hatcher, assistant secretary and manager 
of automobile dept. for Illinois National, 
was elected president. 


The Judge Says—from page 1|20 


all of such motivation of the truck 
driver in this case. 

In its consideration of the ques- 
tion whether there was “vandalism,” 
the Court first acknowledged that 
the term was somewhat indefinite in 
meaning, and then ruled: “As used 
in the policy insuring against dam- 
age from such cause, we think the 
term refers to such wilful, wanton 
and ruthless acts as are intended to 
damage or destroy the property in- 
sured.” 

Summarizing its decision, the 
Louisiana Court stated: “We are 
unable to ascribe to the reckless op- 
eration of the vehicle by the intoxi- 
cated employee the elements neces- 
sary to constitute malicious mischief 
within the meaning and terms of the 
contract of insurance ; and in the ab- 
sence of an actual purpose or design 
to do injury, the conduct could not 
amount to vandalism as the term is 
to be understood. * * * The plain- 
tiff (insured) elected not to insure 
against collision or upset, and he 
cannot prevail in this suit on a the- 
ory of malicious mischief or van- 
dalism.” 


TEXAS INVESTIGATIONS 


THE RECENTLY ANNOUNCED 15% 
increase in automobile rates and the 


controversy over the state’s safe 
driver plan have sparked investiga- 
tion of the Texas Insurance Board 
by both houses of the Legislature. 
The Senate probe is much more in- 
clusive as it will consider all activi- 
ties of the Board while the House 
investigation is concerning itself 
principally with the rate increase. 
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Obituaries 


Brownell: Hollis L. Brownell, assistant 
secretary of Sterling Offices, Ltd., New 
York, died suddenly following a heart 
attack September 6 at the age of 48. Mr. 
Brownell had managed the facultive de- 
partment of the organization’s New York 
office since 1957. Mr. Brownell began his 
insurance career in a general agency at 
Watertown, N. Y. He had been a vice 
president of American Standard Insurance 
Co., in Denver, Colorado, and production 
manager of Peerless—National Grange In- 
surance Group before he joined Sterling. 
Mr. Brownell was a member of the Rein- 
surance Club of New York and Rufus 
Putnam Lodge, A.F. & A.M. 


Williams: David E. Williams, a director 
of the Insurance Company of North Amer- 
ica and of the Life Insurance Company 
of North America, died August 10 at the 
age of 71. Mr. Williams became a direc- 
tor of the Insurance Company of North 
America in 1942 and of its life affiliate in 
1957. He was chairman of the board of 
the Corn Exchange Bank and Girard 
Trust Company until three years ago when 
he retired but remained as a director. Mr. 
Williams was a trustee of the University 
of Pennsylvania from which he graduated 
in 1911. 


Barrett: John W. Barrett, chairman of 
the board of the Richey-Barrett agency, 
Lakewood, Ohio, died suddenly August 
16. Mr. Barrett had been president of the 
firm until this year. He was a former 
president of the Insurance Board of Cleve- 
land and a Trustee of the Ohio Associa- 
tion of Insurance Agents, Inc. 


McGee: Howard G. McGee, executive vice 
president of Reid-McGee Insurance Agency, 
Jackson, Mississippi, died July 28 at the 
age of 60. Mr. McGee joined Reid-McGee 
in 1927 as mortgage loan solicitor. He 
served as supervisor of the real estate 
department when it was formed and after 
1931 headed the firm’s insurance depart- 
ment as executive vice president. 

Mr. McGee was a charter member of 
the Mississippi Mutual Agents Association, 
serving as president and as a member of 
the board of directors. A past member of 
the National Association of Mutual In- 
surance Agents, he was twice named 
“Most Valuable Agent” by the Mississippi 
Mutual Agents Association. 


Hildebrand: Howard Hildebrand, veteran 
Berea, Ohio insurance agent died unex- 
pectedly September 2 while on a trip 
through the West. He was 67. Mr. Hilde- 
brand had been in the insurance business 
forty-three years and was a member of the 
Insurance Board of Cleveland. For the 
past eight years he had operated his own 
agency in Berea. Prior to that he had 
been associated with the Sun Life Assur- 
ance Company of Canada for thirty-five 
years. 


Russell: William F. Russell, retired dis- 
trict supervisor in New Jersey for the 
General Adjustment Bureau, died Au- 
gust 30. Mr. Russell joined the Bureau 
in 1919 and retired in 1950. 
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Brown: Lawrence E. Brown, retired man- 
ager of the Staten Island, New York, 
office of the General Adjustment Bureau, 
died August 15. Mr. Brown joined the 
Bureau in 1938 at Jersey City, New Jersey. 
During 1947 he was appointed manager 
of the Staten Island office where he served 
until his recent retirement. 


HEMISPHERIC CONFERENCE 


MorE THAN THIRTY United States 
insurance company executives will 
attend the 8th Hemispheric Insur- 
ance Conference to be held October 
23-29 in Lima, Peru, under the 
sponsorship of the Chamber of Com- 
merce of the United States. Head of 
the U. S. delegation will be James 
O. Nichols, chairman of the Na- 
tional Chamber’s Hemispheric In- 
surance Conference Committee and 
president, American Foreign Insur- 
ance Association of New York. 
Delegation vice chairman will be E. 
A. G. Manton, president of the 
American International Under- 
writers Corporation, New York. A. 
L. Kirkpatrick, manager of the Na- 
tional Chamber’s Insurance Depart- 
ment is permanent secretary of the 
Conference. Basic objectives of the 
Conference are to improve and de- 
velop the private insurance business 
and to resist government encroach- 
ment into this field of private enter- 
prise. 


TESTING CENTER 


A MOBILE DRIVER testing center, de- 
signed to acquaint automobile opera- 
tors with the factors necessary for 
safe motor vehicle operation, has 
been put into operation by the Pa- 
cific Employers Group. The $30,- 
000 installation, housed in a huge 
highway trailer, has been outfitted 
with a series of psycho-physical test- 
ing devices, which are available to 
anyone interested in checking his 
driving ability. It also carries an ex- 
hibit of modern accident prevention 
equipment. 


FINANCING BILL 


THe House ANTI-TRUsT subcom- 
mittee has approved H.R. 71, a bill 
which would prohibit automobile 
manufacturers from handling the in- 


stallment sales financing and insur- 
ing of their products. The bill now 
requires approval of the full House 
judiciary Committee. Sponsored by 
Representative Celler (D., N.Y.), 
chairman of both the subcommittee 
and the Judiciary Committee, the 
measure would end factory owner- 
ship of General Motors Acceptance 
Corp. but would permit its opera- 
tion as an independent company. 


INSURANCE LEGISLATION 


Hoiurncs oF South 
Carolina has appointed a ten-man 
committee to study a proposed revi- 
sion of the state’s insurance laws. 
Three of the members represent the 
insurance industry, six are from the 
Legislature and the commissioner 
serves as an ex officio member. Gov- 
ernor Lawrence has signed into law 
six bills governing mutual fire and 
casualty companies passed by the 
Pennsylvania Legislature. Among 
other things the bills provide for the 
licensing of agents of domestic mu- 
tual fire companies, require prior ap- 
proval of domestic mutual fire com- 
pany policies, require mutual fire 
policies to contain the provisions in- 
cluded in the standard fire policy, 
make domestic mutual fire compa- 
nies subject to the provisions of the 
fire rate regulatory act and provide 
that all domestic mutual fire compa- 
nies operating on an advance pre- 
mium basis must maintain unearned 
premium reserves. 

Governor Dalton of Missouri has 
signed into law a state legislative bill 
to increase the maximum workmen’s 
compensation weekly payment from 
$45 to $47.50. 


GOVERNOR 


AVIATION FINANCING 


PIONEER FINANCE Company, De- 
troit, has announced completion of 
arrangements to enter the general 
aviation finance field in cooperation 
with the American Mercury Insur- 
ance Company, Washington, D. C. 
Pioneer will offer to aircraft dealers 
a flexible financing and insurance 
package to cover both new and used 
aircraft, as well as equipment, parts, 
repairs and services. American 
Mercury will provide the insurance 
for the package. 
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companies 


ALLSTATE Insurance Company 


Skokie, Illinois 
Truck Coverages 


Markel Service, Inc. has begun offering fire, theft, 
and collision coverages to its fleet truck risks. These 
| coverages will be placed with Allstate, the organization’s 
truck bodily injury and property damage insurer. 


AMERICAN MUTUAL LIABILITY Insurance 
Company 
Wakefield, Massachusetts 


Executive Elections 


Cole A. Allen, formerly manager of the engineering 
department for the Atlantic Division, has been elected 
a vice president and Richard D. McClure, manager of 
the home office industrial lines underwriting department 
elected an assistant vice president of this company. 


AMERICAN STATES Insurance Company 


Indianapolis, Indiana 
Capital Revision 


The holders of more than 86% of the stock of this 
company, approved the proposal of the directors for a 
revision of the company’s structure at a special meeting. 
Under the proposal the former Class A and Class B 
stock will be exchanged for $1 par value common stock. 
The basis of the exchange will be one share of non- 
voting Class A stock for each share of the new common 
stock and one share of voting Class B stock for five 
shares of the new common. 


ATLANTIC NATIONAL Insurance Company 
New York, New York 


Executive Vice President 


Melvin Courson, formerly chief examiner for the 
Florida Insurance Department, has been appointed ex- 
ecutive vice-president of this company. 


- BADGER MUTUAL Insurance Company 
Milwaukee, Wisconsin 
Vice Presidents 

Loretta Koch, formerly assistant secretary, and Don 


R. Ruetz, formerly assistant treasurer, have been named 
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vice-presidents of the Badger Mutual Insurance Com- 
pany, Milwaukee. Miss Koch continues as director of 
office services while Mr. Ruetz, who was formerly head 
of the actuarial division, has assumed responsibility for 
the underwriting division. 


BEACON MUTUAL Indemnity Company 
AMERICAN SELECT RISK Insurance Company 
Columbus, Ohio 


Executive Elections 


Carl F. Brown has been elected first vice president 
of these companies following the retirement of Karl R. 
3uehler as vice president of the Beacon and first vice 
president of the American Select Risk. Mr. Brown was 
formerly secretary of the Beacon and secretary-treasurer 
of the American Select Risk. Elden J. Marshall, treas- 
urer of the Beacon, has also been elected to a similar 
position with the American Select Risk. 


BERKSHIRE MUTUAL Fire Insurance Company 
Pittsfield, Massachusetts 


Name Changed 


The name of this company has been changed to the 
Berkshire Mutual Insurance Company. This item is a 


correction of the item which appeared in our September 
issue. 


COMBINED INSURANCE Company of 


America 
Chicago, Illinois 


S.E.C. Filing 
Executive Appointments 


This company has filed a registration statement with 
the Securities and Exchange Commission covering a 
proposed public offering of 300,000 shares of common 
stock. The shares are being sold by certain sharehold- 
ers, including W. Clement Stone, president of the com- 
pany, and the company will receive none of the proceeds. 
A total of three million common shares is outstanding. 
The offering will be made by an underwriting group 
managed by Smith, Barney & Co., Incorporated. 

Matt Walsh has been promoted to vice-president of 
the Combined Insurance Company of America, Chicago, 
and in addition will fill the new post of international 
sales manager for the Combined Group. He is suc- 
ceeded as regional manager of Virginia, West Virginia, 
Maryland, Delaware and North Carolina by Gordon 
Dancer, formerly vice-president in Dallas. 


COMMERCIAL UNION-NORTH 
BRITISH Group 
New York, New York 


Executive Appointments 
Effective September 1, 1961, C. A. Lambrecht became 


deputy United States manager and W. L. Shaefer, Jr. 
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COMMERCIAL UNION—Continued 


and J. G. Sharpe received appointments as assistant 
United States managers of this group. 


CRITERION Insurance Company 
Washington, D.C. 


New Auto Insurer 


This company has been organized as a new affiliate 
of the Government Employees Insurance Company, 
Washington, D.C., to write complete automobile cover- 
age on risks not now eligible to be written in that com- 





Inquiries invited from Agents on 
Automobile Liability and Physical 


Damage Coverages for 


LONG HAUL 
TRUCKING RISKS 


You'll like Virginia Surety Company's 
safety engineering service and nationwide 
filing facilities which are furnished 

without any additional cost to assured. 


VIRGINIA SURETY CO., INC. 


Executive Offices, 


228 Superior St. Toledo, Ohio 

















pany. It will utilize a safe driver rating plan, offer 
a discount for compact cars and additional cars and 
permit installment payment of premiums. Headquarters 
are at 1001 Vermont Avenue, N. W., Washington, D.C. 


HOME Insurance Company of Hawaii, Ltd. 


FIRST Insurance Company of Hawaii, Ltd. 
Honolulu, Hawaii 


Name Change 


The Home Insurance Company of Hawaii, in con- 
junction with its fiftieth year of service to the fiftieth 
state, changed its name as of August 11 to First Insur- 
ance Company of Hawaii, Ltd. 


INTERNATIONAL ACCIDENT Underwriters, 


Inc. 
Dallas, Texas 


Moves Home Office 


This organization, the aviation insurance manager 
for a group of stock companies, has transferred its home 
office from Los Angeles to 211 North Ervay Building, 
Dallas. It provides complete aviation coverage for per- 
sonal, pleasure and business aircraft. Phil G. Spexarth 
has been elected a vice president and will supervise all 
production. 


LIBERTY MUTUAL Insurance Company 


Boston, Massachusetts 


Executive Vice President 


Frank L. Farwell, vice-president and manager of the 
New England division, has been appointed executive 
vice-president of this company. 


THE LUMBERMENS MUTUAL Insurance 
Company 
Mansfield, Ohio 


Executive Appointment 


Alex B. Curchin, treasurer, has been appointed vice- 
president in charge of internal operations of this com- 
pany. He will retain the treasurer’s title and duties, 


NEW CASTLE MUTUAL Insurance Company 


Wilmington, Delaware 


KENT COUNTY MUTUAL Insurance Company 


Dover, Delaware 


Affiliated 


These companies have been affiliated under an agree- 
ment which provides for common management. Under 


Best’s Fire and Casualty News 
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the new arrangements both companies will continue 
their separate identities and their established business 
practices. The managements will, however, be combined 
to form a single management group and the home of- 
fices of both companies will hereafter be located in the 
present New Castle Mutual Insurance Company build- 
ing at 1007 Washington Street, Wilmington, Delaware. 


PACIFIC FINANCE GROUP 


Los Angeles, California 


New Presidents 


John E. Chambers has been elected president of the 
Marathon and Spartan Insurance Companies, wholly- 
owned subsidiaries of Pacific Finance Corporation. 
He has been vice-president of the Marathon and also 
of the Olympic Insurance Company, also a PF sub- 
sidiary, and vice-president and manager of Spartan In- 
surance Company. 

Walter B. Elcock, Jr., who joined the company last 
year as vice president and manager, has been elected 
president of the Olympic Insurance Company. 


PIONEER MUTUAL Insurance Company 
ROCKLAND MUTUAL Insurance Company 


Boston, Massachusetts 


New President 
Name Changed 


Mrs. Edith B. Coburn has been elected to succeed 
her late husband, Robert J. Coburn as president of this 
company. The name of the company has been changed 
to the Rockland Mutual Insurance Company and it is 
planned to extend its operations into additional states. 


SECURITY-NEW AMSTERDAM GROUP 


New Haven, Connecticut 
Executive Appointment 


Don W. Bannister has been appointed administrative 
assistant to E. Clayton Gengras, president of this group. 
He has been elected a vice president of New Amster- 
dam Casualty and United States Casualty, and was 
elected a vice president of the Security Group at the 
September board meeting. 


SPRINGFIELD Insurance Company 
Springfield, Massachusetts 


Preferred Stock Redemption 
Ten percent (7,000 shares) of the outstanding pre- 


ferred stock of this company will be redeemed on 
(Continued on the next page) 
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SPRINGFIELD INSURANCE COMPANY—Continuved 


November 1, primarily on a pro rata basis at a redemp- 
tion price of $102 a share. 


TRANSAMERICA GROUP 


San Francisco, California 
Elected Vice President 
Sutherland Mclean, formerly with the General 


America Companies, has been elected vice-president 
in charge of sales of American Surety/Pacific National. 


ZURICH-AMERICAN COMPANIES 
Chicago, Illinois 


New Headquarters 
The head office and Chicago branch operations of 


these companies was moved from 135 South LaSalle 
Street to 111 West Jackson Boulevard, on September 1. 


New Directors 


Atlantic Mutual Insurance Company (New York, New 
York}: William B. Rand, president I the United States 
Lines, has been elected a trustee of this company and a 
director of the affiliated Centennial Insurance Company. 


Kemper Insurance Group (Chicago, Illinois): Former 
United States Postmaster General Arthur E. Summerfield 
has been reelected a director of American Motorists In- 
surance Company, a position he held prior to becoming 
a member of the Eisenhower cabinet in 1952. Allan A. 
Rowan-Legg, president of Superior Propane Limited of 
Toronto, Canada, has been elected to the Eastern Ad- 
visory board of Lumbermens Mutual Casualty Company. 
Robert F. Smith, president of the Indiana General cor- 
poration of Valparaiso, Indiana, and Hampton E. Tonk, 
president of the Tonk Manufacturing Company have been 
elected to the Manufacturers Advisory board of Lumber- 
mens Mutual Casualty Company. 


National-Ben Franklin Insurance Company (Pittsburgh, 
Pennsylvania): George A. Boyd, executive vice president 
of the America Fore Loyalty Group, of which this com- 
pany is a member. Mr. Boyd is also a director of The 
Niagara Fire Insurance Company, The Fidelity and Cas- 
valty Company of New York and the Niagara Insurance 
Company (Bermuda), Limited, other member companies 
of the group. 
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HOTEL SCHROEDER 
Milweukee, Wis. 


HOTEL NORTHLAND 
Green Bay, Wis. 


HOTEL WAUSAU 
Wausau, Wis. 


HOTEL DULUTH 
Duluth, Minn. 


HOTEL ASTOR 
Milwaukee, Wis. 


HOTEL RETLAW 
Fond du Lac, Wis. 


HOTEL LORAINE 
Madison, Wis. 
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Health Insurance Proposals (A & H)—W. Lee Shield 
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Continuation of an Agency—Guy Fergason 
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tee ao eg of an Agency—Guy Ferguson 
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Role of the Actuary, The—L. H. Longley-Cook 

September in Monte Carlo 
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Aetna Casualty and Surety, Hartford 
(New Vice President) July 135 
Aetna Insurance Co., Hartford 
(Blected Secretary) 
Agricultural Insurance Group, Watertown 
(Officers Elected) 
Allied Compensation, Los Angeles 
(Change of Name) 
Allied Insurance Co., Los Angeles 
(New Title) 
Allied Mutual Ins. Co., Des Moines 
(Consolidation) 
Allstate Insurance Cos., Skokie 
(Motor Club Launched) 147 
(Truck Coverages) *t. 145 
America Fore-Loyalty Group, New York 
(Executive Elections) May 135 
(Alaskan Writings) 147 
American Home Assurance, New York 
(Executive Elections) y 135 
(Enters Hospital Field) Aug. 127 
American Hospital-Medical Benefit, Detroit 
(Combination Policy) 3 
The American Insurance, Newark 
(Marketing Dept.) 
American Manufacturers Mut., 
(New Officers) 
American Mercury, Washington 
(Cash Dividend) 
(New Vice President) 
American Motorists, Chicago 
(Executive Appointments) Jul 
American Mutual Liability, Wakefield 
(Executive Elections) >t. 
American Mutual Reinsurance, Chicago 
(New President) 
American Select Risk, Columbus 
(Executive Elections) 
American Standard Ins. C 
(Subsidiary Formed) 
American States, Indianapolis 
(Stock Dividend) 
(Capital Revision) 
Anchor Casualty Company, St. Paul 
(Officers Elected) 
Arkwright Mutual, Boston 
(Merged) 
Atlantic Mutual. New York 
(Auto Dividend Tnereased) 
Atlantic National, New York 
(Executive Vice President) 
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Badger Mutual, Milwaukee 
(Elected President) 
(Vice Presidents) 

Beacon Mutual Indemnity, 
(Executive Elections) 

Berkshire Mutual Fire, Pittsfield | 
(Name Changed) 

Berkshire Mutual Ins. Co., P ittefield | 
(New Title) Sep 

Broad Mutual Tnsnrrance, penmumaines 
(Moves Home Office) Ma 


Columbus 


Columbia Mutual. Philadelphia 
(New Company) . 
Combined Insurance, Chicago 
(Stock Dividend) 
(Stock Dividend) 
(New Vice President) - 
(Named Vice President) 
(Executive Appointments) . 
(S.E.C. Filing) 
Commercial Union—North British, N. Y. 
(To Head Group) 
(Elected Secretary) 
(Executive Appointments) 
Consolidated Mutual Cos., Brooklyn 
(Vice Presidents) 
Consolidated Underwriters, Kansas City 
(Subsidiary Formed) 
Continental Casualty Co., Chicago 
(Stock Dividend) 
(Executive Elections) 
Corroon and Reynolds Group, New York” * 
(Elected Secretaries) June 147 
Country Mutual Insurance, Bioomington 
(New Headquarters) Sept. 153 


150 


ery ee May 94 


Mo., 


oeecesasaeehee’ May 84 


Inland Marine 


Oct. 116 


H. 
, oS 
Countrywide .. 
Oregon, Cink neta 
Oct. 116 N. J., Pa, Wis. . 


Oct. 130 


Y. 
ear N. 


Countrywide ...... 


eee eee eeneee eee ee ewe eeeeee 


a aed Other than Auto 


ss s Compensation 


56 
86nd Sueh Eb WEISS Glo 6 dened denenernees Septe 146 


COMPANIES REPORTED ON (FROM MAY, 1961) 


The Criterion Ins. Co., Washington, D. C. 
(New Company) May 
(New Auto Insurer) 

Crum & Forster, New York 
(Stock Split) 

(Acquires General Agency) 


Dental Insurance Plan, New York 
(Elected Chairman 
(Counsel Appoint 

Dixie Auto Ins. Co., Anniston 
(Officers Elected) 


ee ee Mutual, Se 
oves Home Office) 
(New Headquarters) Sept. 
a Mutual Casualty, Des iicines 
(New Vice-Presidents) 
Employers Mutua! Group, Wausau 


(Reinsurance Division) . 153 


Farmers Insurance Exchange, Los Angeles 
(Heads Attorney-in-Fact) Aug. 128 
Farmers Insurance Group, Los Angeles 
(Named Vice President ept. 153 
Farmers Mutual Automobile, Madison 
(Forms Subsidiary) 135 
(Major Medica! Policies) . 128 
Farmers Mutual Fire, Wilmington 
(Name Changed) . 128 
Farmers Mutua! Insurance Co. of 
Delaware, Wilmington 
(New Title) Aug. 
Farmers Mutual Reinsurance, Grinnell 
(New Coverages) Jun 
Fidelity and Deposit Co., Baltimore 
(Cash Dividend) une 
Fireman’s Fund Group, San Francisco 
(Executive Changes) May 
(Acquires Canadian Interest) . ‘July 
First Insurance Co, of Hawaii, Honolulu 
(New Title) Oct 
Florida Home, Miami 
(Control Bought) 
(Cash Dividend) 
French Union and Universal, New Yeek 
(Name Change Sept. 153 
French Union oo Reinsurance, New York 
(New Title) Sept. 153 


General Reinsurance Corp., New York 
(Forms Life Subsidiary) 
(Elected Vice President) 
(Vv. P. and Gen’l Counsel) 
Glens Falls Insurance, Glens Falls 
(New Executives) 
(Buys General Agency) 
(Executive Elections) 
(100% Acceptance) 


(New Company Formed) 
Great American Insurance Co., 
(Acquires General Agency) 

(Secretaries Appointed) 
Great Southwest Fire, Phoenix 
(Named President) 

Group Health Dental, New York 
(New Contracts Approved) 
Guarantee Mutual Assurance, Worcester 

(New Title) une 
Guarantee Mutual Ins. Co., Worcester 
Changes Name) 
The Hanover Insurance, New York 
(Merger Approved) 
(Merger Approved) 
The Harford Mutual, Bel Air 
(Executive Blections) 
Harleysville Group, Harleysville 
(Life Affiliate) 
Hartford Fire Ins. Group, Hartford 
(Health Ins. Dept.) 
(Chief Executive Officer) 


Ju 
(Vice President and Secretary) ..July 


Hawkeye Security Ins., Des Moines 
(Elected Treasurer) 
The Home Insurance (o., New York 
(Low Cost Auto Policy) ...... ..June 
Home Insurance Co. of Hawaii, Honolulu 
(Changes Name) Oct. 
Home Mutual Insurance, Appleton 
(Vice Presidents) Ju 
Houston Fire & Casualty, Fort Worth 
(Named Vice President) .........Sept. 


Industrial Mutual, Boston 
Merged 
Industrial Underwriters, Dallas 
New Company) 
The Insurance Co. of N. A., Philadeiy vhia 
(Licensed in —y entina) . 
(Senior Citizen Policy) 
Ins. Co. of St. Louis, St. Louis 
(Merger) 
lngumeaee Corp. of America, TE 
(Surplus Lines Contract) June 150 
International Accident Underwriters, Dallas 
(Moves Home Office) Oct. 146 
International Insurance Co., New York 
(Additional Stock Sold Sept. 154 
Interstate Fire and Cas. 
(Increased Dividend) 
(Dividends) 


Jefferson Insurance Co 
(Offices Moved) 


Kansas City Fire & Marine Ins., Kansas City 
(Executive Elections) seeeeed ne 150 
(100% Acceptance) Sept. 153 

Kemper County Mutual Ins. Co., Dallas 
(New Affiliate) 

Kemper Tnsurance Cos., Chicago 
(Disability Policy) 

Kent County Mutual, Dover 
(Affiliated) 


. New York 


14 
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Liberty Mutual Insurance Co., Boston 
(New Vice Presidents) 
(Executive Vice President) 
Lincoln Casualty Co., Springfield 
(Executive Vice-President) ......May 188 
(Named Vice President) ..... .---Aug. 129 
The London Assurance, London 
(Domestication Plan) 
Lumbermens Mutual, Mansfield 
(Executive Appointment) ct. 
Lumbermens Mutual Casualty, Chicago 
(New Affiliate) Jun 
(Executive Appointments) 


pt. 154 


J aly 


Maryland bes rae Co., Baltimore 
(New President) 
(Subsidiary Formed) 
Massachusetts Bonding, Boston 
(Merger yt ttnon' 
(Merger Approved July 
Metropolitan Mutual Fire, Cheltenham 
(New Headquarters) 
Michigan Mutual Liability, Detroit 
(Chief Executive Officer) -Aug. 
Midwestern Fire and Marine, St. Louls 
ul 


(Merger) ‘ 
Mill Owners Mutual, Des Moines 
(New President) . 
Missouri General Ins. Co., Kansas City 
(New Subsidiary) June 
Motors Insurance Corporation, New York 
(BPlected President) 
Munich Reinsurance (o.. New York 
(Executive Appointments) .. 


National Blue Cross Assn., Chicago 
(New President) ept. 
National Fidelity Insurance, Spartanbure 
(License Revoked) ‘ 

National Fire Insurance, Hartford 
(Executive Elections) 

National Grange Mutual, Keene 
(Fidelity Department) .... 

The National Mutual, Celina 
(Discount Extended 


July 137 
July 138 
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National Mutual Thrift, Upper Darby 
(Dissolved ug. 
National Safety panaeanes, Philadelphia 
(Reinsurers Mutua ept. 
National Safety Motuet, sieee 
(Reinsured) 
National Union Ins. Co., 
(Executives Elected) 
New Amsterdam Casualty Co., Raitimore 
(Executive Vice- President) 
_ (Exchange Effective) 
New Castle Mutual, Wilmington 
(Affiliated ) 
New Hampshire Insurance, Manchester 
(Increased Dividend) 
Northeastern Fire, Scranton 
(New Company) 


Pacific Employers Group, Los saute 
(New Organizational Plan) 
(Executive Elections) 

Pacific Finance Group, Los Angeles 
(New Presidents) C 
The Phoenix of Hartford Cos., Hartford 

(Executive Elections) 
(Departments Established) 

Pioneer Mutual, Boston 
(New President) 

(Name Changed) 

Preferred Insurance Co., Grand Rapids 
(Financing Subsidiary) 

(Elections) 
(Stock Dividend) 
(Vice President) 


Reliance Insurance Group, Philadelphia 
(Capital Increase) 
(Vice Vresident) 


(Exchange Offer) 
(Executive V. P.) 
(Exchange Offer ‘scoped 
Republic insurance C allas 
(Executive Elections) 
Riverside Insurance, Little Kock 
(Named Vice President) 
Rockland Mutual Insurance, Boston 
(New Title) 
Royal Insurance Co., Ltd., Liverpool 
(Offer for Canadian Cos.) 
Royal-Globe Insurance Cos., New ion 
(Elected Vice President) July 138 


St. Lawrence Group, Chicago 
(New Home Office July 138 
Security Fire and Indem., Winston-Salem 
(New Headquarters) July 138 
Security General Insurance, Charlotte 
(Vice President & Actuary) Sept. 156 
Security Fire & Indemnity, "Charlotte 
(Vice President & Actuary) 
— Insurance Co., New Haven 
(Exchange Effective) 
(Executive Appointments) 
Security-New Amsterdam Group, New eave on 
(Executive Appointment) 147 
Southwestern Indemnity, Waco 
(Elected Secretary) J 
Springfield Insurance Co., Springfield 
(Preferred Stock Redemption) ...Oct. 147 
Standard Accident, Detroit 
(Exchange Offer) July 138 
Standard Fire Ins., Hartford 
(New Vice President) Ju_ 135 
State Automobile Ins. Assn., cr 
(New Pres. of Atty.-in- fact) -...Sept. 156 


State Mercantile Mutual Fire, Pittsburgh 
(Suspended) June 152 
St. Lawrence Group, Chicago 


(Package Policy) June 152 


Town Mutual Dwelling, Des Moines 
(Consolidation) uly 
Tower Insurance Group, Battle Creek 
(New Policies) Sep 
Transamerica Group, San Francisco 
( Reorganization) 
(Group Enlarged) 
(Elected Vice President) 
Transit Casualty Co., St. Louis 
(Executive Vice President) ....../ Aug. 
Trinity Universal, Dallas 
(Moves Home Office) June 


United Public Insurance, Indianapolis 
(Conservator Appointed) Ma 
The Unity Fire & General, New York 
(Elected Vice-President t} May 
Universal Automobile Ins., Indianapolis 
(Executive Elections) Jun 
U. S. Fidelity & Guaranty, Baltimore 
(Executive Elections) Se 


Valiant Insurance Co., Baltimore 
(New Subsidiary) 
Vigilant Insurance Co., 
(Elected Vice President) 
West Bend Mutual, West Bend 
(Elected Chairman) 
Worcester Mutual Fire, Worcester 
(New Headquarters) dxeav ade atee Sep 
Zurich-American Companies, Chicago 
(New Headquarters) 
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MOST POWERFUL ADVERTISING 


IN HEALTH INSURANCE HISTORY! 


A terrific, hard-hitting, continuing advertising 
program backs you up all the way! You offer the 
most complete, most modern product line in 
health insurance history! 


Men and women who thought they had reached 
their top earning capacity have discovered they 
can increase their income right from the be- 
ginning as career representatives for Mutual of 


Omaha. Earnings of $10,000—$15,000—$20,000 
and more are within your reach when you build 
a career with Mutual of Omaha. 


Behind this fabulous story of earnings is a 
well-planned program of sales training and de- 
velopment. Now is the time for YOU to move 
UP to Mutual of Omaha. Mail coupon below 
for all the facts! 


STRONGEST POSITIONS AND ADS 


IN NATIONAL MAGAZINES! 


OUTSTANDING 


? 3RD-COVER GATEFOLD IN 4 COLORS 
— FEATURES TERESA BREWER! 


31,250,000 
EXPOSURES 





BACK COVER IN FOUR COLORS! 
24,955,707 EXPOSURES 





BACK COVER IN FOUR COLORS! 
33,397,785 EXPOSURES 





BACK COVER IN FOUR COLORS! 
12,818,512 EXPOSURES 





BACK COVER IN FOUR COLORS! 


American Weekly 


23,000,000 EXPOSURES 


RADIO-TV 
I LOE) 


CHET HUNTLEY 
NBC-TV! 


JACK PAAR 
NBC-TV! 
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BOB 
CONSIDINE 








NBC-RADIO! 
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ARTHUR 
GODFREY 
CBS-RADIO! 
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FATHER KNOWS BEST 
starring Robert Young 
CBS-TV! 


Local level advertising in Newspapers, 
Radio and Television! 


Throughout the country, local commercials, advertising 
and shows are selling Mutual of Omaha, paving the way 
for YOU, rounding up LEADS! 


DIRECT MAIL IN rogram will complet 
MASSIVE CAMPAIGN! the picture! 
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A whopping direct mail 


MAIL 
COUPON 
" TODAY 


Mr. Howard Dewey, Vice President l 
Mutual of Omaha 


Omaha, Nebraska Dept. 1061 


Mutual ( ag Your 


\\ ER S)/ Good 
OF OMAHA SS NEIGHBOR 


MUTUAL BENEFIT HEALTH & ACCIDENT ASSOCIATION 
HOME OFFICE: OMAHA, NEBRASKA 


The Greatest Name in Health Insurance 


Rush me facts about Mutual of Omaha's Career Program that 
can boost my earnings 40% immediately! 


Name___ 








City. Zone State 





oe ee ee ee ieee 


l 
I 
I 
I 
Address__ ; l 
l 
I 
I 





Q. Mr. Tordini, what do you look for from INA? 


A. California is a booming state. You need lots of flexi- 
bility, plenty of imagination in new products. INA is 
definitely a leader... gives us both. 


r 


Q. Then you like package policies with direct billing? 


A. Sure! As | said at the beginning, this creative ap- 
proach to insurance is the reason INA gets more than 
half of our business while the others share the rest. 


Q....and INA cleims service? 


A. Tops again! They handle adjustments quickly, firmly 
and adequately. You don't get service like that from 
third party adjusters. Red tape is at a minimum. 


Q. How is your business divided? 


A. About 60% personal lines, 40% business. We've sold 
INA’s Homeowners from the beginning. INA-Champion 
has helped us recapture auto business we'd lost to 
direct writers. 


Q. What about INA field service? 


A. Definitely superior! The two Field Men who call on us 
have the agents’ interest at heart. We always get satis- 
factory answers and help in securing the big accounts. 


Q. Would you be willing to tell other agents more about 
Insurance Company of North America service? 


A. Sure. Ask them to write me, Lorino Tordini, Maraccini 
& Tordini, 324 South “F” St., Madera, California. 














